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1
1.1

Background Information
Introduction
The South African Government is constantly exploring different ways of fostering cross-sectoral
funding collaboratives in order to address developmental challenges. Outcomes-based
Contracting (OBC) is one method presently under assessment.
National Treasury is implementing an Outcomes Based Contract (OBC) pilot project as followup to a previous initiative between itself, the Government of Flanders and the Bertha Centre
for Social Innovation and Entrepreneurship (Bertha Center.) Through this initiative the
Government of Flanders funded research and development of Outcomes-based instruments
through the Technical Management and Support Fund managed by the Office of the
Accountant-General in the National Treasury.
The present OBC undertaking commenced in July, 2017 and is managed by the Government
Technical Advisory Center (GTAC) on behalf of Public Finance in the National Treasury. The
broad objective of the OBC pilot project is to test the value and practicality of utilsing OBC
instruments in the South African public sector.
The Government of Flanders is providing both development and outcome funding for the
project, and the Bertha Centre is providing technical support to GTAC.
The inception phase of the OBC Pilot Project resulted in the shortlisting of two (2) programmes
to undergo in-depth feasibility assessments. The Department of Health’s National Maternal and
Child Health (MCH) Messaging Platform (MomConnect) was one of the shortlisted programmes.

1.2

Project Purpose
The OBC Pilot Project is seeking to develop and, if viable, implement a National government
programme using OBC instruments. Specifically the OBC Pilot Project seeks to:






1.3

Test if OBC instruments can be accomodated in the South African public finance
regulatory environment.
Ascertain the value-add and relative strengths and weaknesses of OBC instruments
relative to traditional output based approaches.
Ascertain opportunities to develop a wider spectrum of OBC approaches to facilitate
service procurement, contracting, and governance.
Develop specific recommendations that may serve as inputs into OBC related policy
discussions.
Increase understanding on the selection, design, and implementation management of
OBCs amongst government, civil society, and development partners.

Outcomes-based Contracting
OBCs are instruments designed to support governments and donors expand effective social
programmes and progressively drive cost-effectiveness in realising important outcomes for
pre-defined target groups.
OBCs focus on specific, pre-agreed, social outcomes with clear metrics for measuring success.
Specialised implementers implement the programme’s outputs and ensure that the agreed to
outcomes are realised. Programmatic costs (and potentially a financial return) are repaid by an
outcomes funder – usually government – if independently verified evidence shows that the
programme has been successful in delivering the pre-agreed outcomes.
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There are different types of OBCs depending on the proportion of the contract value that is
contingent on results. This influences how much financing is required upfront and who is best
placed to provide that finance. For example, if the performance-linked payment is a small
percentage of the contract size the implementer can provide the finance or working capital.
However, if the performance linked payment is a large percentage of the contract-size then a
social investor may be best placed to provide working capital (e.g. Social Impact Bond).
A more detailed description of outcome based contracting is included in annexure A.
1.4

Department of Health’s National Maternal and Child Health (MCH) Messaging Platform
(MomConnect)
The Department of Health’s National Maternal and Child Health (MCH) Messaging Platform
(MomConnect) uses mobile technology to improve the health of pregnant women, new-borns
and infants across the whole of South Africa. Through the platform, every pregnant woman in
South Africa can register to receive free, informative, stage-based messaging until the first year
of her baby’s life. Currently the platform has over 2 million total registrations and
approximately 900,000 active users per month.
MomConnect also provides access to a text message-based helpdesk where women can ask
questions, give compliments, and lodge complaints. This helpdesk is staffed by NDoH staff who
can respond to queries and ensure that a high level of service is available at every clinic.
Additionally, the programme provides support to those nurses who are registering pregnant
women through clinical training and psychosocial support messages, and a mobile training
platform.
The department is looking to carve out a component of the programme, to test the feasibility
of using outcome-based contracting on the programme as a means of accessing alternative
funding for the programme.

2
2.1

Objectives of the services to be provided
General Objective
In line with the overaching project purpose, the feasibility assessment should:






2.2

Establish the technical feasibility of implementing OBC instruments on DoH National
Maternal and Child Health (MCH) Messaging Platform (MomConnect). This should be
done by providing a pragmatic design on how OBC instruments can be implemented on
the programme.
Establish DoH readiness, in terms of its capacity to procure, supervise, and manage the
implementation of the proposed OBC instruments (i.e., proposed design).
Describe the readiness of prospective implementation stakeholders including Treasury,
MCH-aligned private donors and investors, and prospective MCH implementers in
terms of supporting an implementation of the proposed design.
Outline the significance of the feasibility phase learnings to possible, wider application
of OBC instruments within the South Africa Public Sector.

Specific Objectives
The Service Provider will contribute to the general objectives by fulfilling the following during
the feasibility assessment:
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3
3.1

Generate knowledge and insights relevant to the learning objectives outlined in the
project purpose.
Validate assumptions regarding relevant parties (NDoH, private outcomes funders,
MomConnect implementers, fund-raising or technical intermediaries and health
sector investors) and their involvement or interaction with the mechanism.
Develop a detailed theory of change establishing the pathways through which the
MomConnect intervention, paired with an OBC, can contribute to improved maternal
and child health outcomes and inform approaches to continuous improvement within
the MomConnect programme.
Interrogate the place of this pilot, and OBCs more generally, in the institutional and
policy context, and develop learnings and recommendations on the potential to
facilitate origination and implementation of OBCs.
Engage and mobilise prospective OBC parties, including MomConnect implementers,
private donors and providers of working capital, to participate in or lend financial
support to an eventual MomConnect OBC.
Establish and test potential OBC transaction models suited to the prospective
implementation geographies and policy environment.
Produce a detailed design for (at least 1 and no more than 2) transaction models,
including a feasibility assessment, in respect of each design option.

Assumptions and Risks
Assumptions and Risks
While GTAC, the Bertha Centre and NDoH have access to data and other information resources
that are relevant to conducting the scope of work, the Service Provider will be expected to seek
and secure any additional information necesary to conduct their analyses and deliver on the
scope of work. GTAC, the Bertha Centre and NDoH will use their best endeavours to assist the
Service Provider in doing so.
Although GTAC has described the anticipated process and level of effort herein, OBC feasibility
processes are highly iterative and consultative in nature. As such workstreams are subject to
revision, may not proceed linearly and may need to occur in parallel. Further, estimated
timelines may be protracted due to, amongst other influences, delays in securing necessary
stakeholder feedback.
The Service Provider is expected to make provision for these considerations in their planning.

4
4.1

Scope of the Work
General
The general tasks to be performed on the feasibility assessment include:
i.
ii.

iii.

Participate in a project inception workshop and prepare and submit an inception
report to GTAC.
Identify a minimum viable operational model for the MomConnect programme
amenable to funding using an OBC whose value does not exceed the available
Outcomes Funding budget.
Update and extend available NDoH research and develop a comprehensive theory of
change or logic framework with outcomes metrics to inform the design of an OBC
mechanism.
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iv.
v.

vi.
vii.

Identify, profile and engage potential parties to an OBC mechanism and apply insights
obtained to develop 3-4 strawmen OBC models for consideration by GTAC.
Develop detailed designs, encompassing a measurement framework for a potential
OBC mechanism, outcome pricing and payment mechanisms, a financial model, and
capacity building provisions.
Produce a final feasibility report in respect of the detailed design.
Participate in close-out workshops with GTAC and other stakeholders to finalise
project engagement.

The Service Provider will liaise closely with the Project Manager or his/her representative
through weekly teleconferences and up to 5 days of in-person workshops linked to key
feasibility milestones.
4.2

Results/Specific outputs
The Service Provider will perform work leading to the production of a written Feasibility Report
addressing the following:
 The nature of the challenges to be directly addressed or otherwise taken into account
in developing the pilot, including but not limited to baseline MCH outcomes,
institutional capacity, and service delivery constraints.
 The type(s) and description(s) of MomConnect initiatives recommended and the theory
of change informing such recommendations.
 Stakeholder analyses of potential implementers, investors, donors and intermediaries
with particular emphasis on their current readiness to participate in OBC and any
measures that could further facilitate their involvement.
 The detailed OBC design(s), including recommendations surrounding outcomes metric
definitions, outcome pricing, the operational model and structure of a Monitoring and
Evaluation framework.
 A business case in respect of the design(s) contemplated above outlining the expected
value-add from implementing the design rather than implementing a traditional output
based contracting approach.

4.3

Feasibility and technical support workplan
The Service Provider will be expected to work according to the project plan and schedule below.
Project weeks in the schedule are indicative and are determined from the inception workshop
date. Where possible certain activities can and should be run in parallel with others to optimise
the elapsed time.
It is highlighted that feasibility assessments are iterative non-linear processes which are not
immune to time delays and marginally increases in level of effort. Therefore, Service Providers
are required to work this flexibility into their budget assumptions as no variation to the overall
fee agreed with the Service Provider can be accommodated following contract award.

Phase
1.0

Estimated
level of
Item
Week
Description of activities
effort
(days)
Participate in project inception workshop and prepare and submit an inception
report to GTAC/Bertha/NDoH team.
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1.1

1.2

1.3

2.0
2.1

2.2

2.3

Participate in
Feasibility Planning
Workshop

1

0.5

Inception workshop to discuss
outcomes based contracting
strategies, the MomConnect
project, informational resources
made available by the NDoH and
MomConnect Implementing
Partners, finalize administrative
arrangements (including institution
of weekly check-in meetings) and
refine feasibility workplan.
Receive and
1
3
Review existing documentation
review preliminary
provided by GTAC/NDoH/
resources
MomConnect implementing
partners, initiate contact with key
stakeholders and assess
implications for project approach
and timelines.
Produce and
1
1.5
Produce and submit 4-8-page
submit Inception
inception report detailing Service
report
Provider’s understanding of
required scope of work, outlining
agreed timelines, proposed
structure of scoping report
deliverable and approach to
workstreams taking into
consideration preliminary review
reports and initial contact with
project role-players.
Establish working assumptions on the scope of MomConnect operations to be
covered by the OBC mechanism.
Review
2
1
Engage with NDoH and
MomConnect
MomConnect Implementing
operating model
partners to develop a modular
and budgets
understanding of the MomConnect
intervention, current and future
operational plans and related
budgets.
Identify an
2
1
Identify a subset or subsets of the
operationally
MomConnect intervention that can
meaningful and
form part of an OBC pilot and
viable OBC focus
demonstrate cost structures
area within the
consistent with the likely
wider
magnitude of outcomes funding
MomConnect
budgets for the prospective OBC
project
pilot.
Obtain
2
0.5
Conduct workshop with
endorsement for
GTAC/Bertha/NDoH to discuss
the proposed OBC
possibilities identified and agree
the scope of MomConnect
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scale of operations
from GTAC/NDoH
3.0
3.1

3.2

4.0
4.1

4.2

4.3

operations to be prioritised in the
remainder of the OBC feasibility
process.
Develop a comprehensive theory of change and identify potential outcomes
metrics to inform the design of an OBC mechanism.
Formulate detailed
OBC theory of
change

2

1.5

Building on existing MomConnect
theories of change, assemble a
theory of change detailing impact
pathways for an MCH intervention
implemented through an OBC,
articulating detailed assumptions,
the enabling role of incentives and
expected effects on MCH
outcomes.
Assemble long list
2
1
Drawing on existing NDoH
of available output
indicators, identify and profile
and outcomes
indicators related to various points
measures
within the theory of change of
potential use for assessing progress
toward and the achievement of
MCH outcomes.
Identify and profile potential parties to an OBC mechanism and apply insights
to develop 3-4 strawmen for consideration by GTAC and the NDoH.
Review universe of 3
1
Profile 8-10 potential private
donors for OBC
Outcomes Funders (identified by
MomConnect implementing
partners) and establish donor
priorities to inform project
development.
Develop an engagement strategy to
promote donor participation in a
MomConnect OBC mechanism.
Identify potential
3
1
Identify 8-10 potential donor and
sources of working
investor-based sources of working
capital
capital and establish required value
proposition and engagement
strategy (including relevant
resource requirements) for their
participation in an OBC within the
coming year.
Inventory risks
3
0.5
Identify risks borne by potential
inherent to
OBC parties and develop
intervention and
recommendations regarding the reOBC models and
allocation, mitigation or retention
risk-sharing
of such risks within a prospective
possibilities
OBC model.
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4.4

4.5

4.6

5.0

5.1

5.2

5.3

Produce 3-4
strawmen OBC
mechanisms

3

2

Develop OBC transaction model
concepts, each captured in a 5-10
slide presentation, that
demonstrate clear relevance to the
MCH landscape and hold promise
for attracting donor and publicsector support for an OBC.
Stakeholder
4
1
Engage stakeholders, excluding
engagement
potential implementers or investors
around strawmen
but including a selection of
outcomes funders, NDoH, NT and
GTAC to generate feedback and
refine strawmen and initial
operational scope assumptions.
Produce and table 4
2.5
Produce a scoping report and
scoping report at
present at workshop to GTAC,
scoping phase
selected National Treasury Public
workshop
Finance representative(s), the
Office of the Chief Procurement
Officer (OCPO), the Department of
Monitoring and Evaluation (DPME)
and the NDoH to inform selection
of preferably 1 and no more than 2
strawmen concepts to undergo
detailed design.
Develop detailed design, encompassing a measurement framework for
potential OBC mechanism, outcome pricing and payment mechanism and a
financial model.
Produce a final feasibility report and recommendations and guidelines on how
to implement the programme
Develop strawmen 4
1
Incorporate stakeholder feedback
and establish key structural
attributes including cost, contract
term, legal and governance
structures and processes for the
preferred OBC model.
Build payment
5
4
Refine metric definitions, develop
mechanisms and
payment model including timing of
financial model
cashflows, tax, and other regulatory
provisions relevant to structuring
the OBC and perform analysis of
cashflow and impact scenarios.
Establish pricing
5
1
Develop approaches to determining
methodology
outcome pricing ceilings/floors and
recommend and demonstrate a
pricing approach for the OBC.
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5.4

5.5

5.6

6.0
6.1

6.2

4.4

Build Monitoring
and Evaluation
(M&E) and
outcome audit
framework

5

1

Leverage and align with ongoing
MomConnect M&E efforts to
recommend an OBC monitoring and
evaluation framework that enables
cost-effective data collection for
ongoing tracking of intervention
progress.

Develop outcomes audit or
verification processes to be
followed by a technical auditor
during implementation.
Stakeholder
6
1
Test and further develop outputs of
engagement
workstreams
5.1-5.5
with
stakeholders including Bertha,
NDoH, GTAC and at least 3 relevant
outcomes funders.
Feasibility report
6
2
Prepare feasibility report findings
and workshop
and share with GTAC and NDoH
stakeholders.
Participate in close-out workshop to finalise project engagement.
Knowledge
TBD
0.5
Engage with GTAC, the Bertha
management
Centre and NDoH to debrief on
workshop
process and capture key learnings.
Submit Final
10
1.0
Prepare and submit final feasibility
version of
report based on feedback received
feasibility report

Project Management
The successful Service Provider will report to GTAC who will be represented by the Head of
Technical Consulting Services or a designated official.
The Service Provider will operate at from their own office accommodation and should have
access to the required information technology, telephony, and transport.
The Service Provider will provide progress reports to the Project Manager during weekly
conference calls as well as submit any documentation and reports as required by these Terms
of Reference to the GTAC Project Manager.
If so requested by the Project Manager, the Service Provider must be prepared to allow an
official from Treasury to shadow processes that engage external stakeholders e.g. donors
during the feasibility process.

5
5.1

The Expected Outputs and Outcomes
Outputs
The Service Provider will be required to produce intermediate outputs at various phases of the
feasibility process, culminating in the Feasibility Report.
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i.

ii.

iii.

iv.

v.

5.2

Inception Report: A 3-6 page report delivered in Microsoft Word Format outlining the
Service Provider’s understanding of the assignment and recording any new provisions
or accomodations to the scope of work agreed during the inception meeting.
Scoping Report: A 15-25 page report delivered in Microsoft Word Format capturing
all research and analysis relevant to the development of the high-level OBC models in
phase 4. Sections of this report will be reproduced in the Feasibility Report.
OBC Models: Produce 3-4 OBC concepts in Microsoft Powerpoint presentation
format, each described in no more than ten slides for use in obtaining stakeholder
feedback.
Financial Model: Produce a Microsoft Excel Format workbook to demonstrate the
financial workings and enable consideration of the business case for the OBC model(s)
selected to undergo detailed design.
Feasibility Report: Extend the Scoping report to deliver a Microsoft Word format
document and supporting annexes together possessed of the content described in
Section 4.2.

Outcomes
Production of a feasibility report for the recommended OBC model.

5.3

Special Requirements
Payment for feasibility work will be made on the following milestones:
i.
40% on successful completion of step 4.0 in the methodology.
ii.
40% on successful completion of step 5.0 in the methodology.
iii.
20% on successful completion of sep 6.0 in the methodology.
Payment will only be approved by GTAC once the milestone submissions have been fully
evaluated in terms of the quality of content and completeness.

6

Required Expertise and Noted Restrictions
The Service Provider can be a suitably qualified individual, organisation, joint venture or
consortium and not subject to the noted restrictions. The Service Provider should possess
appropriate experience and relevant qualifications with respect to the Terms of Reference.

6.1

Noted Restrictions
Completion of the outlined scope of work may lead government to issue a further request for
bids for a service provider to implement feasibility recommendations. Opportunities may thus
present for Maternal Child Health programme implementers, investors, monitoring and
evaluation specialists and financial intermediaries to bid for a role in implementating the
resulting OBC.
Due to potential conflict of interest, successful bidders for the present scope of work will not be
permitted to assume roles as Maternal Child Health programme implementers, financial
intermediaries or investors during the OBC implementatation phase.

6.2

Expertise
i.

Relevant sector knowledge and experience (i.e., in Maternal Child Health (MCH)
policy, MCH program coordination and/or mobile health systems education sector,
with an emphasis on curricullum development and early childhood literacy)
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ii.

iii.
iv.
v.
vi.
vii.
viii.

6.3

Understanding of:
a. the PFMA (Act 1, 1999),
b. MTEF and public sector procurement and contracting process
Advanced Microsoft Excel analytical and model development skills.
Experience designing or assessing mobile health information systems.
Transactions structuring experience.
English report writing skills.
Stakeholder engagement and market assessment skills.
Outcomes-based Contracting expertise and/or an understanding of financial
instruments.

Evaluation
The evaluation criteria for measuring functionality is categorised into three groups. The
groupings and weighting assigined to each group is shown in the table below.
Grouping of evaluation criteria

Weight

Service provider’s track record in related areas of work

20

Experience of the lead financial specialist

40

Experience of the lead programme design and M&E specialist

40

Only bidders who score a minimum of 70% during the desktop evaluation will be considered for
Preferential Procurement Policy Framework Act (PPPFA) evaluation as articulated in the
information to bidders. The proposal will be evaluated on the 80/20 preference point system.

The following criteria will be used to evaluate each proposal in terms of functionality.

1. Service provider’s track record in related areas of work
Evaluation criteria

Weight

Scoring criteria

a) Service Provider’s experience in
developing and/or managing outcomebased contracts as illustrated in the CVs
of team members
(Score based on years experience as
indicated in CV of team member with the
most experience in this area)

5

5 = > 6.0 years
4= 4.1 to 6.0 years
3 = 2.1 to 4 years
2= 1.1 – 2.0 years
1 = < 1.0 years

b) Service Provider’s experience in MCH
policy, MCH program coordination
and/or mobile health systems as
illustrated in CVs of team members
(Score based on years experience as
indicated in CV of team member with the
most experience in this area)

5

5 = > 8.0 years
4= 6.1 to 8.0 years
3 = 4.1 to 6 years
2= 2.1 – 4.0 years
1 = < 2.0 years
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c) Service provider’s experience in policy
and programme analysis, evaluation and
implementation planning as illustrated in
the CVs of team members
(Score based on project descriptions in the
CV of the team member with the most
experience in this area)

10

5 = Excellent (4 or more projects)
4 = Good (3 projects)
3 = Acceptable (2 projects)
2 = Fair (1 project)
1 = Poor (0 projects)

Weight

Scoring criteria

a) Financial specialist’s experience in
costing the implementation of policies or
programmes in the social, economic
development, community development,
or donor sectors
(Score based on project descriptions in the
lead financial specialist’s CV)

15

5 = Excellent (4 or more projects)
4 = Good (3 projects)
3 = Acceptable (2 projects)
2 = Fair (1 project)
1 = Poor (0 projects)

b) Financial specialist’s experience in
financial modelling in general
(Score based on project descriptions in the
lead financial specialist’s CV)

15

c) Financial specialist’s experience in
transaction structuring in general
(Score based on project descriptions in the
lead financial specialist’s CV)

10

5 = Excellent (4 or more projects)
4 = Good (3 projects)
3 = Acceptable (2 projects)
2 = Fair (1 project)
1 = Poor (0 projects)
5 = Excellent (4 or more projects)
4 = Good (3 projects)
3 = Acceptable (2 projects)
2 = Fair (1 project)
1 = Poor (0 projects)

2.

Experience of the Lead Financial Specialist

Evaluation criteria

3. Experience of the Lead Programme Design and M&E specialist
Evaluation criteria
a) Programme design and M&E specialist’s
experience in developing theories of
change, logframes and performance
indicators for policy and/or programme
implementation in the social, economic
development, community development
or donor sectors
(Score based on project descriptions in the
lead programme design and M&E
specialist’s CV)
b) Programme design and M&E specialist’s
experience in designing and
implementing M&E processes and tools
to track policy and/or programme
implementation in the social, economic
and community development or donor
sectors

Page
13

Weight

Scoring criteria

20

5 = Excellent (4 or more projects)
4 = Good (3 projects)
3 = Acceptable (2 projects)
2 = Fair (1 project)
1 = Poor (0 projects)

10

5 = Excellent (4 or more projects)
4 = Good (3 projects)
3 = Acceptable (2 projects)
2 = Fair (1 project)
1 = Poor (0 projects)

(Score based on project descriptions in the
lead programme design and M&E
specialist’s CV)
c) Programme design and M&E specialist’s
experience in managing multistakeholder engagement processes in
the social, economic and community
development or donor sectors
(Score based on project descriptions in the
lead programme design and M&E
specialist’s CV)
7
7.1

10

5 = Excellent (4 or more projects)
4 = Good (3 projects)
3 = Acceptable (2 projects)
2 = Fair (1 project)
1 = Poor (0 projects)

Submission requirements:
Bidders are required to submit the following documents for technical evaluation purposes:
i.

A resource matrix indicating the role each individual will fulfill on the team and the
amount of time each resource is expected to spend on the project. This matrix should
highlight which individuals will fulfill the identified specialist roles. The identified
specialists will be expected to spend 1-2 days a week on the project, over the entire
duration of the project.
ii.
CVs for all project resources that clearly indicate:
o The length of experience and location where the resources acquired
experience related to evaluation criteria 1A and 1B
o The projects where resources have acquired experience, knowledge and
capabilities related to the evaluation criteria 1C. This should be done by means
of detailed project descriptions that:
 Indicate the client whom the project was done for and the project
duration
 Describe the client situation, the project approach, the project’s value
addition, the team member’s role on the project, and the key skills,
knowledge and tools applied with respect to the evaluation criteria.
iii.
In addition to the above, the CVs of the lead resources should clearly indicate:
o The projects where resources have acquired experience, knowledge and
capabilities related to the evaluation criteria 2A, 2B, and 2C, and/or evaluation
criteria 3A,3B, and 3C. This should be done by means of detailed project
descriptions that:
 Indicate the client whom the project was done for and the project
duration
 Describe the client situation, the project approach, the project’s value
addition, the team member’s role on the project, and the key skills,
knowledge and tools applied with respect to the evaluation criteria.
CVs should be limited to 3 pages
8
8.1

Logistics and Schedule of the Assignment
Location where the Services are required
It is anticipated that most meetings and activities will occur in Pretoria. Information gathering
and stakeholder engagement may require travel to different locations across the country.
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8.2

Time Frame
The appointment period will be for approximately 6 months from date of award.
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ANNEXURE A: INTRODUCTION TO OUTCOMES
BASED CONTRACTING
“Outcomes-based Contracting (OBC) is one approach to driving greater impact from social spending.
By tying the funding of social programs to results rather than to activities and inputs, well-designed
OBCs introduce performance incentives. Further, they provide implementers with greater flexibility to
adjust their programs, empowering them to innovate, learn, and adapt their programs in pursuit of
impact.’ - Instiglio (2017)1

OBCs are instruments that are designed to help governments and donors expand effective social
programmes and progressively lower the cost of realizing important outcomes for pre-defined target
groups. OBCs focus on specific, pre-agreed, social outcome(s) and clear metrics for measuring success.
Specialised service providers carry out the programme itself, and programmatic costs (and potentially
a financial return) are repaid by an outcomes funder – usually government – if independently verified
evidence shows that the programme has been successful in delivering the pre-agreed outcomes.

The theory of change underpinning OBC is based on the following precepts.
1. Payment based on outcomes increases service delivery effectiveness.
2. Performance funding makes results visible in a way that improves management
3. The focus on results will improve accountability to constituents or beneficiaries
4. Service providers have more discretion and autonomy to innovate and adapt their activities.
There are different types of OBCs depending on the proportion of the contract value that is contingent
on results. This will then influence how much financing is required upfront and who is best placed to
provide that finance. For example, if the performance-linked payment is a small percentage of the
contract size the service provider can provide the finance or working capital. However, if the
performance linked payment is a large percentage of the contract-size then a social investor may be
best placed to provide working capital (e.g., Social Impact Bond).

1

Instiglio (2017), A Practitioners Guide to Results-based Financing (Note*: Quote edited to replace Instiglio’s use of the term
‘Results-based financing’ with the ‘Outcomes-based contracting’ terminology that is the norm in the South African context.]
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Figure 1: Structure of an Outcomes Based Contract

OBCs provide unique benefits compared to traditional contracting models:
 For service providers, OBCs provide flexible funding paired with extensive data collection and
analysis, which allows providers to expand their services and at the same time adapt and learn
from the data to improve their programmes and achieve greater impact;
 For outcomes funders, OBCs can transfer performance risk through payment only for results;
 For social investors, OBCs can provide an opportunity to invest in outcomes related to
important social issues with the possibility of recycling their capital; and
 For target beneficiaries, OBCs can facilitate outcome-focused service delivery from evidenced
based interventions.

History of OBCs in South Africa
To date there has been approximately $26 billion committed to OBC mechanisms in 80 developing
countries with the World Bank responsible for two of the largest programmes including “The Global
Partnership on Output Based Aid” and the “Programme- for-Results”. There are currently over 100
Impact Bonds launched with approximately $350 million in investment raised.

The Bertha Centre for Social Innovation and Entrepreneurship (Bertha) has been working to promote
local OBC practice over the past five years and other local market stakeholders have also begun to
explore OBCs in recent years.

Table 1: South African OBC initiatives
Year
2014

Initiative
Research Paper: National
Treasury SMME Business
Development Scoping

Description
Bertha Centre (BC), Social Finance and Genesis
Analytics develop policy paper assessing use of
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2016

Early Childhood Development
Impact Bond Design
After-school care Impact Bond
Scoping

2017

HIV prevention Impact Bond

Workforce Development

Tertiary education Impact Bond

Teacher Training National
Outcomes Fund

Impact Investing Outcomes Based
Fund of Funds

Youth Unemployment Impact
Bond
Girls Education and Employment
Outcomes Fund

National Treasury OBC Pilot
Project

ECD Impact Bond Implementation

impact bonds for SMME business development
services.
BC completes design of two Impact bonds with a
notional value of R40m for Western Cape Provincial
Government.
BC conducts scoping for impact bonds for use in the
context of the Western Cape Province After-School
Game Changer.
SANAC, the Global Fund & Gauteng Province begin
scoping of an R80m impact bond for HIV prevention
focusing on vulnerable populations.
The City of Cape Town, with support of the BC,
develops and launches a three-year workforce
development OBC
The Ikusasa Student Financial Aid Programme (ISFAP)
begins scoping a national tertiary education impact
bond to finance student support for financial aid
recipients
Trialogue, BC, BRIDGE, DBE and the Global Teacher
Initiative partner to scope a fund to support
improvement of work integrated learning in Initial
Teacher Education programmes.
A R100m Outcomes-based Fund of Funds to catalyse
risk capital for SMME investments and also support
critical business development support is allocated
funding by SA Jobs Fund.
Yellowwoods, Harambee and Gauteng province
launch an impact bond for youth unemployment for
in April 2018
BC, DNA Economics and Alternative Prosperity
conduct scoping study for a KZN-based girls’
education and employment fund on behalf of
Johnson and Johnson.
Govt. of Flanders provides funding to National
Treasury in terms of which GTAC/BC will develop an
OBC pilot with a national line department to begin
implementation in 2019.
One of the Western Cape’s Early Childhood
Development Impact Bond commences formal
operations in November 2017.

These local market efforts have confirmed OBC’s potential to improve service delivery in South Africa
through:


Rigour: OBCs bring greater focus on agreeing the outcomes desired by a programme up front,
and then measuring the effectiveness of delivery in order to decide payment
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Innovation: OBCs carefully demarcate programmatic and financial risk between contracting
parties. The risks and rewards of innovating are thus allocated to role-players that are best
placed to drive efficiency and build knowledge by innovating within the service area.
Flexibility: OBCs create incentives to put in place the necessary feedback loops, data collection
and performance management systems required to learn from local circumstances, resulting
in a bottom-up, client-centred, and potentially more effective, approach to service delivery.

Identifying Strong Opportunities for OBCs
While OBCs represent a powerful opportunity for governments to address key issues across sectors,
experience has shown that OBCs add the most value in situations where:







A pressing social problem has been identified which is a priority for outcomes funders,
implementers and (potentially)investors;
A target group has been identified with sufficient clarity, to whom the intervention can be
delivered and for whom the impact of that intervention can be measured;
Third-party/outsourced, evidence-based interventions are available which have been shown
to be effective in mitigating the problem among a population which is comparable to the
target group;
Robust outcomes metrics to which success can be attributed can be identified and are able to
be measured, using reliable data sources;
Where appropriate, a viable investment proposition can be developed, which excites
investors – typically socially motivated – to invest; and
There are willing outcomes funders who will pay for the identified outcomes if they are
delivered.

Based on the criteria outlined for developing OBCs, local assessments have already identified
opportunities in Early Childhood Development, Workforce Development, Education and Health
sectors. OBCs may also prove attractive for hitherto unexamined local applications and their suitability
can be established by conducting scoping and feasibility studies in other promising sectors.
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