
Many developing countries have 
invested substantial resources 
in expanding their primary and 
secondary education systems, 
resulting in large gains in the 
number of students completing 
basic education. However, in many 
countries this growth has outpaced 
the ability of education ministries 
to effectively monitor the quality of 
their schools. This has resulted in 
limited progress in improving teacher 
attendance in the classroom and has 
resulted in limited learning time and 
poor learning outcomes. 

Results-based financing (RBF) 
has been used in to address these 
challenges by creating stronger 
incentives to achieve better 
results. RBF mechanisms work by 
providing financial incentives to 
improve measurable results such as 
reductions in teacher absenteeism 
or improvements in student 
learning outcomes. Performance-
based school grants are one such 
mechanism that can be used to 
incentivize teachers, principals, or 
school administrators, to improve 
education quality. These school 
grants condition the provision of 

Lessons from a Pilot to Assess the Effectiveness of 
Performance-Based Grants in Primary Schools
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outcomes.
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conditional on 
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school performance.

This note was adapted from Bassi, Marina and Bruno Besbas. 2019. “Performance-based school grants: A solution to the teacher agency-problem in Mozambique?” 
The World Bank Group.
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RBF can be used to 
incentivize stakeholders and 

provide an accountability 
mechanism for schools to 

perform better. 

Stakeholder Accountability
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funds on improvements in one or 
more specified indicators.

The World Bank provided technical 
assistance to the Ministry of 
Education of Mozambique to design 
and implement a pilot to assess the 
effectiveness of performance-based 
school grants in 552 primary schools.

Prior to the pilot, in 2017, three 
models for assessing school 
performance were tested to 
determine the feasibility of 
the incentive scheme and the 
verification mechanisms. These 
models tested a combination 
of indicators including teacher 
and principal absenteeism and 
assiduity, involvement of school 
committee members, and student 
reading school, among others 
(details on page 4). Testing of all 
three models revealed that the 
resulting data was of poor quality 

because of the limited capacity 
and poorly aligned incentives 
of the district administrators 
responsible for assessing schools. 
It highlighted the importance of 
good monitoring mechanisms 
and incentive designs that do not 
allow collusion between schools 
and monitoring officers. Based on 
testing of the three models a pilot 
performance based school grant 
was developed. The indicators used 
in the pilot were simplified versions 
of the different models teasted in 
2017 and training of implementers 
at the local level emphasised the 
importance of the quality and 
reliabilty of monitoring data.

The pilot showed improvements 
in data quality and a greater 
understanding of the incentive 
design among schools and 
district administrators. It provided 

inconclusive results on the 
impact of the performance based 
grant because the results were 
affected by cyclone Idai and by the 
Ministry’s choice to proceed with a 
non-randomized sample of schools. 
However, experience from the design 
and implementation of the pilot 
provided useful lessons to conduct 
similar large-scale projects in low 
capacity contexts. Stronger support 
to the program’s monitoring agencies 
can enhance the effectiveness of 
results-based financing. Indicators 
such as teacher and school 
principal absenteeism and student 
reading abilities are difficult and 
costly to measure in large-scale 
programs, therefore, engaging 
parents and community members 
in the monitoring process and using 
avaiable adminsitrative data may 
help reduce costs.

CONTEXT
The number of primary schools 
in Mozambique has increased by 
30 percent during the last decade 
with large increases in enrollment. 
However, the majority of schools 
are located in low-density rural 
areas that are costly for district 
authorities to reach. This has 
resulted in limited support for and 
monitoring of those schools, weak 
accountability and incentives for 
teachers and principals, and poor 
education quality. Furthermore, a 
significant part of the time in which 
students are at school is not used 
for instruction, resulting in only two 
hours a day of effective schooling, 

rather than the four hours set by 
the national regulations. The survey 
showed that teacher absenteeism 
is strongly associated with the 
principal’s presence in school and 
with the number of supervision visits 
by district education authorities.1 

In 1999, the Ministry of Education 
of Mozambique created the Direct 
School Grant Program (Apoio 
Directo às Escolas, ADE), which was 
supported through a World Bank 
project. The grant program was 
gradually scaled up to include all 
primary schools by 2003 and all 
secondary schools by 2005. It is 
designed to allocate discretionary 
resources to schools through 
the district education authorities 

In rural areas, there 
are often only two 

hours a day of 
effective schooling

Mozambique
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(SDEJTs). Schools can use the grants 
to purchase pedagogical materials 
and services and the overall program 
aims to foster greater parent and 
community involvement in school 
management. The allocation for 
each school is mainly based on 
student and classroom numbers 
with additional resources targeted 
towards vulnerable students, such 
as those living in areas with high 
HIV/AIDS incidence. In 2017, the 
annual value of the school grants 
was roughly US$2 per student and 
US$3.30 per classroom. Based on 

these parameters schools received a 
minimum of approximately US$400. 

The responsibility for allocating the 
funds at the school level falls to two 
commissions: (a) a procurement 
commission responsible for selecting 
which items the schools can procure 
with the funds and (b) a verification 
commission responsible for ensuring 
that the schools received and used 
the funds. Both commissions must 
include at least one community 
representative nominated by the 
school committee. At the time of 
the study, at least 80 percent of 

expenditures had to be spent on a list 
of eligible items, while the remaining 
20 percent could be used for other 
school-related needs.2 

School grant programs are used 
widely throughout the world 
but their characteristics vary 
considerably.  Programs differ by 
the size of the grants they give, 
how the funds are managed and 
by whom, what the funds can be 
spent on, who will be rewarded 
using the funds, and the eligibility 
criteria used to determine which 
schools receive grants and how 
much is allocated for different 
schools. Several of these programs 
have been rigorously evaluated, and 
the evidence shows that they have 
generally had a positive impact on 
school participation, enrollment, 
and retention.3/4/5 Even where grant 
programs have had a positive 
impact they have only tended to 
affect specific student subgroups 
such as girls or richer students 
rather than all students.6/7

Performance-based school grants 
have shown mixed results in terms 
of effects on student learning. They 
seem to work in some cases, such 
as in Senegal where a competitive 
grant program had positive effects 
on student learning. In Indonesia, 
performance grants improved 
learning outcomes in secondary 
schools but were not effective in 
primary schools.8 There is also some 
evidence that combining school 
grants with other financial incentives 
can be effective in improving student 
learning. For example, evidence from 
Tanzania suggests that providing 
unconditional school grants alone 
had no significant effect,  but 
providing teacher incentives alongside 
the grants led to positive effects on 
student test scores.9 Thus, education 
ministries need to consider the 
complementarity between school 
inputs and financial incentives. 

Partly in response to this evidence, 
Mozambique’s Ministry of 
Education with support from the 
REACH trust fund piloted a new 
performance-based component of 
its Direct School Grant Program 
(ADE) in 2017 and 2018. This 
performance-based school grant 
was designed to make teachers 
and principals more accountable 
for their presence at school by 
including indicators that relate to 
teacher attendance and assiduity. 
The intervention also had indicators 
related to performance and 
activities of district education 
officers, school committees, and 
local communities, reinforcing 
their role in school monitoring, 
reporting, and management. 
The ultimate goal is to improve 
student learning, through teachers 
and principals attending more 
frequently increasing teacher effort 
and instructional time. 

WHY WAS THE INTERVENTION CHOSEN?
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HOW DID THE 
INTERVENTION 
WORK? 
The pilot was conducted in three 
provinces covering three regions of the 
country: Gaza in the South, Sofala in 
the Center, and Niassa in the North. 
In each province, the four districts 
with the highest student dropout 
rates were selected for the pilot. 
The control group was selected by 
ranking the four districts within each 
province by primary dropout rate. 
The three districts with the highest 
drop-out rates in each province 
participated as treatment districts 
and the fourth joined the control 
group. 552 schools from the 12 
districts were eligible to participate, 
which included all the primary 
schools in nine treatment districts 

(400 schools) and all the primary 
schools in three districts serving 
as the control group (152 schools). 
The treatment schools could qualify 
for the performance-based grant in 
addition to receiving the standard 
Direct School Grant Program (ADE) 
grant; the control group continued 
to benefit from the ADE grant but 
received no performance-based grants. 
The Ministry of Education chose not to 
adopt a randomized design approach 
for the pilot, which limited the accuracy 
and validity of the evaluation. 

Testing of Models
Three different models were 
tested in 2017 for measuring 
schools’ performance. The first 
model assessed each school on 
its improvement in terms of four 
composite indicators, each of 
which was comprised of multiple 
sub-indicators: (a) teachers’ and 
principals’ absenteeism; (b) the 
involvement of the school committee 
in school management; (c) the 
transparent management of the 
school grant; and (d) students’ 
reading performance. The second 
model measured simplified 
non-composite versions of the 
same four indicators. In both the 
first and second models, the first 
three indicators (absenteeism, 
school management, and grant 
management) were each weighted 
20 percent, while students’ reading 
scores were weighted 40 percent. 
The Ministry of Education chose 
these weights based on officials’ belief 
about how best to improve school 
quality. The third model measured 
only students’ reading scores 
as the single indicator of school 
performance. Monitoring officers from 
the district authorities collected data 

mostly through surveys during school 
monitoring visits.   

The tests of the preliminary models 
generated very poor-quality data with 
little or no variation across schools 
in the same district in some of the 
outcome indicators. For example, in 
eight of the 12 districts, the same 
grade was given for students’ literacy 
to more than 75 percent of schools, 
On the other three indicators, 
60 percent of schools in the 12 
districts received the maximum 
score possible. This indicates that 
district administrators had very 
limited capacity or limited incentive 
to collect reliable information for 
performance-based school grants. 
The latter can be explained by the 
fact that the models tested included 
additional financial incentives for 
district authorities if their schools 
showed good performance. This 
can result in a conflict of interest for 
the district administrators to report 
accurately on the data performance 
indicators collected during the 
testing of the models.

As a result of these unreliable 
preliminary results, changes were 
made to the design of the program 
to mitigate the risk of collusion 
between the district administrators 
and schools. After testing the three 
models, the Ministry decided to 
proceed with the pilot and only apply 
the first model in all schools across 
the nine districts that received the 
intervention. The same indicators 
were used but the number of 
sub-indicators were reduced, and 
verification means were further 
simplified (see Table 1). District 
authorities were trained on how to 
collect information and report. 

Model 1  
Measured improvement on four 
composite indicators

Model 2  
Measured improvement by 
non-composite versions of same 
four indicators 

Model 3  
Measured only student reading 
scores as a single indicator of 
performance

Control Group
No performance-based grant

552 schools participated from  
12 districts
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Pilot
Baseline data was collected in 
May 2018 while the endline was 
collected in March 2019. The size 
of a school’s grant was based on 
student enrollment and a measure 
of performance that combined 
the endline absolute level of the 
performance index with a scale 
based on the change of the index 
between baseline and endline 

(Table 2). Treatment schools received 
detailed information about the 
program before the baseline was 
collected. A one-day workshop was 
organized for the launch of the 
program in April 2018. In addition 
to provincial and district authorities, 
each treatment school sent three 
representatives: the school director, 
the school committee president, 
and a representative of the school 

parents or community. During this 
workshop, the grant program was 
presented along with the indicators 
of school performance and the 
values of the incentives. Each 
community received an information 
sheet detailing the functioning of 
the grant. In the control districts, the 
Ministry only coordinated visits from 
district authorities and provided no 
further information.

TABLE 1: Indicators and Sub-Indicators Used in the Pilot

INDICATORS AND SUB-INDICATORS

Attendance and 
Assiduitya [40%]

School Committeea 
[16%]

Management of School 
Grant a/d  [15%]

Learningb 
[29%]

Classroom bookc/e Annual plan of school 
committee activities

Disclosure of the copy of 
the school grant cheque in a 
public place

Reading 
test

Teacher lesson plan 
bookc

School committee 
development plan

List of beneficiaries signed 
and approved by the Principal 
of the School and President 
of the SC

-

Teacher timesheetc School committee 
election report

The ADE execution folderg -

Effectiveness mapf School committee 
quarterly reports

- -

 Payroll book - - -

a. These indicators are binary: either the document is in compliance (“1”), or the document is not available or is 
not in conformity (“0”). The scores are summed up in their component and the component is standardized to its 
weight in the total score. For example, the score for Attendance and Assiduity is [sum of all the indicators in the 
component/5] x 40%.

b. A reading test was administered to five 3rd graders selected randomly. Learning was graded with a 1 to 5 scale : 
“0” if the student cannot read more than just simple letters, “1” can only read syllables,  “2” can only ready simple 
words, “3” can read a simple sentence, “4” can read a small text. The score was then standardized to weight 29% 
in the total score of the school.

c. These are individual documents for each class. A random selection of 10 classes per school are checked. All 
documents should exist and be in conformity (up-to date and signed by the school director). If at least one document 
is missing or not in conformity, the indicator is 0. If all documents are in conformity the indicator is one. 

d. This school grant is the regular non-performance based school grant.

e. A document containing the contents the teacher has taught and tracks the class in relation to the teaching 
program and school calendar.

f. This is an instrument maintained by school director showing the level of teacher and staff absences. This 
document is then sent to the local authorities (districts) for the payment of the salaries and possible deduction 
due to absenteeism.

g. Reports the precise use of the school grant.

Table 2: Value of Financial Incentives

Index 
level at 
endline

Progress 
between 
baseline 
and 
endline

Value of 
incentive 
per 
student 
(MT)

Approx. 
value of 
incentive 
per 
student 
(USD)

0– 
25%

0–25% 0  0.00   

26–50% 30  0.50 

51–75% 60  1.00 

76–100% 100  1.67 

26–
50%

0–25% 10  0.17 

26–50% 40  0.67 

51–75% 70  1.17 

76–100% 110  1.83 

51–
75%

0–25% 20  0.33 

26–50% 60  1.00 

51–75% 90  1.50 

76–100% 120  2.00 

76–
100%

0–25% 30  0.50 

26–50% 70 1.17 

51–75% 100  1.67 

76–100% 130  2.17 

Source: World Bank data.
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WHAT WERE  
THE RESULTS?
More than half of the schools 
that received the grants showed 
improvement but the effects of 
Tropical Cyclone Idai compromised 
the pilot (Figure 1). 

Two key issues affect the credibility 
of comparisons between the control 
and treatment groups in the pilot. 
First, as explained in the previous 
section, the treatment and control 
group districts were not selected 
randomly. Second, Tropical Cyclone 
Idai affected the treatment districts 
more than the control districts 
which resulted in treatment districts 
performing poorly at the endline 
compared to control districts. These 
are likely to bias the final results.

Notwithstanding these pilot 
implementation issues, both 
treatment and control schools 
showed improvements between 
baseline and endline (Figure 2). 
While the overall improvement was 
slightly larger for control schools 
the difference was not statistically 
significant. Overall, the results 
suggest that the performance based 
grants had little impact. However, 
for the reasons mentioned above, 
the comparison between treatment 
schools and the control group, 
should be taken as merely indicative.   

WHAT WERE 
THE LESSONS 
LEARNED?
To be effective, financial 
incentives must be applied to the 
right level of the education system 
and be aligned for all stakeholders, 
including those measuring and 
verifying performance. The original 
design of the Mozambique pilot 
included additional financial 
incentives for district authorities, 
with the best-performing districts 
receiving additional resources. 
This created a conflict of interest 
for the district administrators 
responsible for conducting school 
assessment visits. This feature was 
removed from the pilot design on 
the World Bank’s recommendation 
after the initial testing of the 
models because of these problems. 
Even without providing financial 
incentives to district authorities, 
there is still a high risk of collusion 
between the districts conducting 
the school assessments and the 
schools themselves, as the schools 
are “competing” with other schools 
in different districts. Thus, district 
authorities might favor schools in 
their own district to have access to 
the additional financing provided 
by the performance-based grants. 
To avoid this conflict, the program 
design could consider performance 
ranking within districts (or 
provinces, in which case provincial 
authorities should oversee 
monitoring), so top performers 
within each participating district (or 
province) would earn the additional 
incentives.   

Figure 1: Schools Distribution: Change 
in Combined Indicator Between Baseline 
and Endline for Treatment Schools
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Source: World Bank data.

Source: World Bank data.

Figure 2: Distribution of Combined Performance Indicators: Treatment  
and Control Schools
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Additional stakeholders such as 
parents or community members 
should be involved to ensure the 
legitimacy of the assessment 
process. Parents and community 
are located closer to the school 
than the district authorities are and 
can therefore monitor its activities 
more frequently and encourage the 
teachers and principals to improve 
the school’s performance.   

It is critical to design indicators 
that are easy to measure and verify 
and cannot be easily manipulated, 
especially in cases where remote 
schools are costly to reach or 
where district authorities have 
limited capacity to conduct visits. 
For Mozambique, the indicators 
and means of verification for these 
indicators were initially too complex 
and difficult to measure and, in some 
cases, were easy to manipulate. 
For example, when measuring 
teacher absenteeism, the district 
education authorities announced 
all school visits in advance, giving 
schools an opportunity to falsify 
teacher attendance registries and an 
incentive to misreport. 

Using administrative data might 
provide a solution where there 
is low capacity for monitoring or 
where schools are difficult to reach. 
In this case, indicators should be 
chosen from data collected regularly 
as part of the existing national 
monitoring and evaluation system 
for the education sector. Since that 
data collection is not for the specific 
purpose of determining performance 
grant amounts, there are less chances 
that the data would be manipulated. 
Similarly, reliably measuring students’ 
reading scores requires large sample 
sizes and well-designed instruments, 
which drives up monitoring costs 
and makes it necessary to train 
the assessors. Given evidence 
that school grants programs have 
a limited impact on learning, it is 
unclear whether learning outcomes 
should be included in such a program, 
particularly in low-capacity settings.

These implementation challenges 
suggest that for results-based 
financing mechanisms to be 
successful several other critical 
elements must also be introduced. 
These include: (a) a monitoring 
system based on regular and 

systematic school visits following a 
clear protocol; (b) well-trained and 
independent monitoring agencies 
with proven capacity to conduct 
verification; (c) clear and direct 
communication on the financial 
resources to be allocated and 
disbursed to each school; and 
(d) a clear understanding among all 
stakeholders of the program, including 
understanding of all performance 
criteria and financial incentives. 

The indicators for performance-
based school grants programs 
must be carefully designed and 
should be: (a) relevant for enhancing 
learning quality; (b) measurable 
and consistent; (c) under the 
direct control of the school and 
other stakeholders; (d) modifiable 
within a short period of time; 
(e) understood by all stakeholders; 
(f) not distracting resources from 
other education components that 
are not measured; (g) capable of 
being improved through financial 
incentives; and (h) reliable, not 
easy to falsify or be altered at the 
moment of observation.  

Photo courtesy of Peter Fredenburg
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CONCLUSION
This pilot highlighted the critical 
importance of several sub-systems 
that must be in place for results-
based financing mechanisms 
can be implemented. These are 
a good monitoring system, a 
monitoring body with adequate 
capacity, aligned incentives, simple 
performance indicators, and a 
clear understanding of the financial 
incentives by all stakeholders. 
After the Ministry of Education and 
World Bank teams in Mozambique 

have taken stock of the lessons 
learned from this pilot, the next step 
will be to improve the program’s 
design and the monitoring system 
in the next school year. The next 
phase of the pilot will cast light 
on the question of whether and 
how performance-based financing 
can affect school behavior 
and improve the conditions for 
learning in Mozambique. Ideally, a 
rigorous impact evaluation should 
be implemented to monitor the 
program’s effectiveness in securing 
desired education results.    
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For RBF to be effective 
financial incentives 
must be applied to 
the right level of the 
education system.
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