Understanding payment by results
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Select a target group and establish a robust measurement framework

Measure the program’s
performance by comparing
outcomes in the comparison and
treatment groups over time.

Consider the form of
comparator you will use.
Establish comparison and
treatment groups.

Know what outcomes
you are aiming for.

Select a target cohort
from the population.
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Risk and reward: Payments are linked to program performance

Returns accrue
to both
investors and
providers
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Structure of government payments
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% direct service costs paid in
arrears. Payment frequency is
determined by contractual
conditions.

Independent assessment of
performance against KPIs. Timing
of payments will depend on the
transaction structure.




Proponent’s cash flows

Cash flow
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What are my costs? How do | get financing to cover the deficit? How do | service this debt?
» Staffing — caseworkers, counsellors, etc. » Bond »  Fixed and variable government payments

» Bankloan
> Bank overdraft
» Equity parent

» Overheads and on-costs
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