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INCORPORATING ADAPTIVE MANAGEMENT INTO PAY-FOR-

RESULTS PRIZE COMPETITIONS

For more than a decade, AgResults has designed
and implemented Pay-for-Results (PfR) prize
competitions that use monetary incentives to
stimulate initial demand in otherwise thin
markets. These competitions show private
sector ‘competitors’ the potential of expanding
their business models and networks to scale
agricultural technologies and benefit previously
excluded populations. During this time,
AgResults has learned to deliberately employ
adaptive management approaches so our Pay-
for-Results prize competitions can pivot to best
address local contexts and to maximize impact.

Having the ability to adjust an ongoing prize
competition can lead to immediate value that is
observable during implementation. AgResults
has also found longer-term benefits to weaving
adaptive management approaches into its prize
competitions. By making small adjustments to
respond to a shifting market dynamic or to see
what incentive best spurs innovation or catalyzes
a mutually beneficial interaction among value
chain actors, project managers can effectively
identify what kinds of activity will be most likely
to continue after the project ends.

This document discusses two case studies from
AgResults’ global portfolio in Indonesia and

Adaptive Management in International
Development

Within market systems development, USAID has
incorporated adaptive management into its
Collaborating, Learning, and Adaptive (CLA) approach,
which uses “a set of systematic and intentional practices
that help improve development effectiveness...[and]
helps to ensure that our programs are coordinated with
others, grounded in a strong evidence base, and
iteratively adapted to remain relevant throughout
implementation.” The underlying goal is to actively
reflect on progress and take stock of program
outcomes, challenges, setbacks, and successes to
maximize the reach and impact of development
assistance. Rather than rigidly following the original
business plan or scope of work, applying adaptive
management tactics demands a mindset of continual
learning. As the USAID Discussion Note from 2021
explains, adaptive management approaches include:

Enabling flexibility by incorporating scenario
planning into strategic planning
Understanding local systems and context
Developing a Theory of Change that supports
adaptability and learning

Using an iterative approach with program
design and implementation

Holding periodic project reviews to assess
activities during implementation

Building in learning and reflection
opportunities with stakeholders during activity
implementation

Documenting adaptation

Tanzania, exploring how and why our deliberate

use of adaptive management has enabled us to make a series of course corrections to the competitions

to maximize impact. The document ends by recomm
project designers and managers looking to apply the
competitions or other similar types of programs.

ending several adaptive management principles for
same concepts to Pay-for-Results prize



https://www.usaid.gov/evaluation/collaborating-learning-and-adapting-cla
https://usaidlearninglab.org/system/files/resource/files/dn_adaptive_management_final2021.pdf

Ag

INNOVATION IN RESEARCH
AND DELIVERY

AgResults’ PfR Prize Competition Model

Broadly, prize competitions create incentives that encourage the private sector to scale agricultural
technologies and to make market systems more sustainable and more resilient. With incentives ranging
from annual payments that boost cash flow to one-time ‘grand prize’ awards that spur research and
development (R&D) and innovation, prize competitions create a structured environment in which
private sector ‘competitors’ test different approaches to achieve prescribed thresholds and win a
monetary prize payment.

For more than a decade, AgResults has designed and implemented Pay-for-Results (PfR) prize

competitions that use monetary incentives to stimulate initial demand in otherwise thin markets. They
show competitors the potential of expanding their business models and networks to scale agricultural
technologies and benefit previously excluded populations. Beyond focusing on a prevalent challenge,
this model of innovative financing can make entire food systems more resilient, inclusive, and
sustainable by strengthening the private sector in a way that has the potential to benefit an entire

industry or group of market actors.

Prizes have many benefits to both competing actors and to development donors:

e Heighten awareness and mobilize groups around previously neglected issues
e Promote innovation and local solutions that can scale

e Spur the private sector to adjust business practices to match local contexts

o Allow for experimentation and varied paths to success

e Provide payments only upon the achievement of specific outputs

What Adaptive Management Approaches Look Like in AgResults’ Prize
Competitions

The default perception of prize competitions is that they are rigid because project managers must signal
up front what the prize parameters will be. Otherwise, no one would want to enter the contest only to
have the goalposts shift later. However, AgResults deliberately employs adaptive management
approaches so our Pay-for-Results prize competitions can be adapted. Setting the stage early has
enabled the AgResults team to identify and leverage those opportunities to course correct and, in time,
maximize impact. We have found that it is important to incorporate these adaptive approaches both
during prize design and during prize implementation.

Adaptive Management during Prize Design: Iteration and Feedback

AgResults deliberately adopts an iterative adaptive approach to prize design that builds in many
opportunities for feedback. We consider many factors, such as what the prize will achieve, who the
competitors may be and if there are enough of them to merit the prize, how to market the competition,
and what rules will govern the contest. For more information on our design process, take a look at our

prize design toolkit.



https://agresults.org/our-approach/
https://agresults.org/our-approach/
https://agresults.org/learning/impactful-design-agresults-pay-for-results-prize-competition-toolkit/impactful-design-agresults-pay-for-results-prize-competition-toolkit-2/
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There is a specific phase during the AgResults prize design process titled “Field and Expert Validation”
where discussions around possible modifications occur. By this stage, the prize competition has
established an on-the-ground presence through its Project Management (PM) Team, and the project has
also engaged a group of local subject matter or industry experts — known as the Technical Advisory
Committee (TAC) — to validate the final project design. Having experts in the target region or country
who are heavily involved during the design helps to ensure that the project is well-positioned to support
local systems strengthening. This final stage of the review process provides an understanding of the
project context and the opportunity to decide if and where to adapt the design to match before
launching the competition.

The figure below shows the structure of this deliberate iteration that includes multiple feedback loops
where local experts can provide their perspectives and help validate initial assumptions from the pre-
feasibility study through development of a detailed business plan:

AgResults Prize Design Process

Designing AgResults projects is an iterative process, combining secondary research, field validation, and expert/donor consultations to go
from concept sourcing to project launch.

Concept Pre-Feasibility Field Detailed Fié\(n;:gd Transition to
Sourcing Study Validation Business Plan Validation Launch

Expert Review: Expert Review:
Test assumptions, gauge interest, Refine prizes, identify challenges, adjust
identify challenges impact expectations

Our design process includes five phases

7 © ©

Concept
Sourcing

Structuring Right-Sizing Verification
Prizes Prizes and Project
Management

Figure 1: The AgResults prize design process includes multiple rounds of research and expert feedback to validate
assumptions.

This adaptive approach allows us to incorporate local knowledge, robust ideas, and the most
comprehensive understanding, as well as to pivot as needed during the design phase to arrive at a
design with the best possible chance of success in implementation. As the two case studies on Tanzania
and Indonesia later in this document will show, as we adjust these elements, we revisit initial
assumptions to ensure that the original approach continues to incentivize the private sector to engage
with target smallholder farmers to drive desired outcomes.
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Adaptive Management during Prize Implementation: Flexibility and Reflection

As AgResults’ experience has shown, we do not always get the design 100% correct, so we deliberately
develop prize structures and rules that allow for continued adaptation during implementation, primarily
through structures of flexibility and processes of reflection. Once a prize competition launches, the
AgResults team continually monitors local contexts — the enabling environment, political climate, social
trends, and even climate-related shifts — and adapts to ensure that the project is still addressing the
original market challenge and that there are limited obstacles to hinder competitors’ success.

Regarding flexibility, AgResults’ prize competitions typically follow a cadence with sales periods and
regular payments to qualifying competitors. Most of the competitions are divided into annual sales
periods, and after each period, eligible competitors receive a certain prize based on their performance.
With this cyclical structure, the AgResults team can reflect regularly on how planned activities have gone
over the last period and, if needed, apply that knowledge to make incremental changes for the
upcoming period. This gives the project the flexibility to, for example, reduce a prize amount for
achieving an outcome that is easier to attain than was originally imagined. Having these feedback loops
also provides the team with information needed to determine that the parameters for making a change
have been met.

In terms of reflection, during project implementation, AgResults continues to engage the TAC — made
up of local experts in the country or region where the competition is being implemented — that was
originally convened during the project’s design phase. In addition to providing feedback during design,
the TAC is heavily involved in the initial stages of project implementation to provide a full review of the
competition’s structure, rules, and other elements. Formal discussions among the TAC, rooted in an
understanding of local market dynamics, ensure that any proposed changes are considered from a wide
variety of angles and that project rules can be updated before launching the competition. Throughout
implementation, the TAC continues to play this role and provide a critical external-to-AgResults
perspective on the impact of any changes to the competition and to the project environment. This
reinforces the parameters and thresholds that a request for a change must meet before being formally
enacted.

First the proposed change must still allow the project to address the gaps or resolve the challenges that
have been identified as part of the project’s Theory of Change. If the proposed change could
dramatically shift the project away from its stated goals, then it should not be pursued.

Second, the proposed change must stay true to general Pay-for-Results principles — namely that the
adjustment cannot make achievement of the prize criteria too easy or create artificial market conditions
that are unsustainable. The change must still be challenging enough to prompt a change in the market
or a shift in competitor actions or behaviors. And it must not create too much of a distortion that
creates market conditions that would likely lead competitors to stop their activities after the prize goes
away. In several projects, ultimately AgResults has not been able to counter these market conditions:
For example, in the Uganda Improved Legume Seed Challenge Project that was terminated early, the



https://agresults.org/learning/final-report-uganda-legume-seed-challenge-project/agresults_uganda-legume-seed-challenge-project_final-report/
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team discovered that to properly motivate seed companies to invest heavily in legume seed, the project
would have had to drastically increase the prize amount to match companies’ sunk costs — which would
have created an unsustainable market that would have caused volatility after the project ended.

Another way that AgResults has built in opportunities for reflection and adaptation in its prize
competitions is through our emphasis on experiential learning. As the following case studies will show,
AgResults projects include annual award ceremonies that are often paired with lessons learned events.
During the award ceremonies, the AgResults team shares the year’s accomplishments but also reflects
on themes that emerged, highlighting these to public and private sector stakeholders in attendance.
Bringing together these perspectives in a public setting helps demonstrate the competition’s goals and
underlines the role of local processes and systems. During the lessons learned events, the AgResults
team conducts in-depth meetings with competitors — either individually or as a group — to gather
feedback on challenges, opportunities, and other facets of participation that could inform future
activities. These smaller gatherings create formal moments where the AgResults team can reflect with
the participating private sector actors on how effective and engaging the competition has been to date.
Following these events, the AgResults team consults internally to gauge whether any feedback or
proposed changes merit further investigation or action for future competition periods.

Regarding external communications, AgResults highlights these adaptive management approaches and
lessons learned through reports, blog posts, conference presentations, and other outputs. One of the
initiative’s business goals is to test the effectiveness and efficiency of PfR financing in comparison with
traditional approaches to promote and adopt innovative agricultural technologies. As such, we recognize
the value of capturing and communicating about moments when PfR financing is effective versus not
even as we internally document these same moments.

In our experience, AgResults has found many benefits to incorporating adaptive management
approaches into its prize competitions — both in the day-to-day project management and for driving
longer-term shifts in the targeted market system.

Benefits to Ongoing Project Management

Having the ability to adjust an ongoing prize competition can lead to immediate value that is observable
during implementation. From a budget standpoint, as the AgResults team learns more about the
operating environment and what is working versus not, there are opportunities to repurpose
undisbursed prize funds. Rather than having funds tied up in grants and letting the project continue to
iterate toward a likely unattainable solution, this funding approach has allowed for not only adjustments
to the kinds of prizes that a project provides but also a broader programmatic flexibility for donors to
reallocate funds from unawarded prize pools across projects. This frees up funding to put toward
encouraging activities that are more ambitious and thus may require higher incentives to achieve.
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From a learning standpoint, incorporating adaptive approaches has enabled AgResults teams to
incorporate knowledge from one year to the next as they learn about stakeholder needs and existing
gaps. Because payment only happens once participants achieve certain criteria, the prize structure can
be adjusted to motivate competitors differently from period to period, applying lessons that emerged
during implementation.

From a stakeholder standpoint, AgResults’ approach of making minor adjustments along the way in
response to credible feedback from local groups has enabled its PM teams to build better relationships
with those groups. As long as the PM team communicates these changes to key stakeholders in a clear
and timely manner, it can have the added benefit of shoring up project credibility and trust.

Benefits for Driving Long-term Shifts in the Target Value Chain and Market

AgResults has also found longer-term benefits to weaving adaptive management approaches into its
prize competitions. As the earlier section explained, these competitions are inherently iterative: Because
they are divided into different competition or sales periods, there is a certain repetitive ebb and flow of
competitor activity. They also pay only upon results, meaning participating actors must achieve defined
thresholds or criteria before they receive payments. This budgetary flexibility also means that there is
broader flexibility to test out varied approaches to what kind of incentive works best in the given market
context. By making small adjustments to respond to a shifting market dynamic or to see what incentive
best spurs innovation or catalyzes a mutually beneficial interaction among value chain actors, project
managers can effectively identify what kinds of activity will be most likely to continue after the project
ends.

Having the ability to course correct during a competition can often uncover larger unmet needs in the
market and offer solutions that involved actors can seize upon and continue to leverage after the
competition ends. Although initial field visits can be very useful to map out the landscape of involved
actors in the target value chain or market before a competition begins, these environments are
dynamic. As a result, there may be market shifts throughout implementation that in turn impact private
sector motivations, barriers, and opportunities.

The next sections explore two case studies — the AgResults Tanzania Dairy Productivity Challenge
Project and the AgResults Indonesia Aquaculture Challenge Project. Looking at these two projects
through the lens of adaptive management highlights the benefits of using these approaches. The final
section presents a set of recommendations around adaptive management that AgResults has found to
work well in designing and running agricultural value chain competitions.

Overview of the AgResults Tanzania Dairy Productivity Challenge Project

The Tanzanian dairy sector, which is dominated by smallholder farmers, has historically struggled for a
variety of reasons: Approximately 97% of Tanzania’s dairy cattle are low-yield breeds, poor management
practices are prevalent, and there are seasonal fluctuations in the availability of forage and feed. The
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AgResults Tanzania Dairy Productivity Challenge Project (2020-2024) was a Pay-for-Results prize

competition that aimed to increase dairy productivity by encouraging private sector input suppliers
(competitors) to deliver ‘bundles’ of productivity-

increasing inputs and advisory services to smallholder
farmers. Tanzania Project Results

e 24 companies participated
Competitors worked with farmers, providing them with _p. _p ) P o
e  S$3.5 million distributed in prizes

high-quality input bundles, advisory services, and
igh-quality Input bu visory ! e 84,833 farmers reached

e 830,103 input bundles sold to

smallholder farmers
and/or fodder to farmers. Over time, smallholder e  6171.2 MT of fodder sold

farmers benefited from better access to fodder and
other inputs, higher dairy productivity, increased

market linkages. Competitors received annual prizes
based on their sale of various types of input bundles

revenues, and reliable market access. The project final report provides a detailed exploration of

activities, results, and lessons learned.

Original Contest Design

When the project was originally designed in 2019, it focused solely on sales of input ‘bundles’ that
combined approved types and amounts of vaccines, parasite controls, nutrition, and artificial
insemination (Al) services — along with mandatory advisory services. The prize that a competitor would
receive was a function of the input types, the combination of inputs, and the number of completed
bundles that the competitor sold.

Furthermore, competitors were required to provide advisory services to farmers as part of an effort to
encourage farmers to vaccinate their animals, adopt breeding and feeding strategies, and protect
animals from parasites. At the start of the sales period, competitors would receive approval for the
inputs and advisory services they planned to provide that year. Then upon verification of sales and
advisory services at the end of the sales period, they would be eligible for a prize.

Prizes bonuses would be applied when competitors sold more than one input bundle to a smallholder
farmer. This was intended to increase the delivery of more expensive and complex inputs to smallholder
farmers by improving farmers’ knowledge of the inputs and their proper use to drive productivity, thus
increasing farmer demand for these inputs. The more complex bundles were expected to generate
higher productivity gains for farmers.


https://agresults.org/projects/tanzania-dairy/
https://agresults.org/learning/final-report-tanzania-dairy-productivity-challenge-project/agresults-tanzania-dairy-productivity-challenge-project_final-report_updated/
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Increasing Prize Amounts for Complex Bundles

Prize bonuses will be applied when competitors bundle one or more
inputs. They are intended to incentivize the development of partnerships

between companies and help competitors offer more affordable inputs to /"'“\
farmers. These more complex bundles are expected to generate higher
productivity gains for farmers. | )
NS
— @ 3-Input Bundle
Ir/ \-I If a competitor provides three input
AN 2-Input Bundle types in the bundle, they will receive
If a competitor provides two input the value of bothinput types plus an
I 1-Input Bundle types in the bundle, they will receive  additional bonus.
Competitor provides a single input the value of both input types plus an [ 40% Bonus ]

type to competitors. They will receive  additional bonus.
the assigned prize value for that input |

4-Input Bundle

If a competitor provides four input
types in the bundle, they will receive
the value of both input types plus an
additional bonus.

type. 20% Bonus |

# of Input Types Input Prize Bonus Prize per Competitor
1 Input Prize - = Input Prize * # of Bundles
2 Input #1 Prize + Input #2 Prize 20% =Sum of Input Prizes * Bonus * # of Bundles
3 Input Prize #1 + Input #2 Prize + Input #3 Prize 40% =Sum of Input Prizes * Bonus * # of Bundles
4 Input Prize #1 + Input #2 Prize + Input #3 Prize + Input #4 Prize 60% =Sum of Input Prizes * Bonus * # of Bundles

Figure 2: The AgResults Tanzania Dairy Productivity Challenge Project's prize structure included bonuses for bundles that

included more than one approved input.

In each subsequent year of the competition, the prize amounts for simple bundles would decrease, with
the goal of encouraging competitors to package and deliver more complex bundles for higher prizes in

later years.




AEResults

INNOVATION IN RESEARCH
AND DELIVERY

Prize Amounts for Each Input Type

Award Per Bundle | Award Per Bundle** | Award Per Bundle** nled
__ e

Parasite Control Acaricides, Anthelminthics 13-23%
Nutrition Fodder/Hay requirament + Minarals 52? SZD $13 62-82%
Vaccines Min. of 2 Vaccines (estimate includes ECF) s5 $3 $2 23-33%

Al (w/ conception rate of 75%) $15 $12 $7 16-26%

Pnze Amount tor Each Bundle with 2- -Input Types (20% Prize Bonus)

Parasite + Nutrition 70-100%
Parasite + Vaccines $13 $9 $5 30-50%
Vaccines + Nutrition $37 528 $19 80-110%
Feed + Al $50 $38 $25 85-115%
Prize Amount for Each Bundle with 3-Input Types (40% Prize Bonus)
Parasite + Nutrition + Vaccines $52 90-130%
Vaccines + Nutrition + Al $65 100-140%
Parasite + Nutrition + Al $67 90-130%
Prize Amount for Each Bundle with 4-Input Types (60% Prize Bonus)
All Inputs 583 110-160%

Figure 3: To encourage competitors to deliver more complex bundles and drive further productivity, the AgResults team
set the prize amounts for simple bundles to decrease in each year of the competition.

Original Verification

In Tanzania, verification aimed to track competitor input sales and confirm the number and combination
of inputs sold and advisory services provided to smallholder farmers. When the project was originally
designed, the verification process included three components:

1) Sales Audits: The sales verifier would conduct sales audits to confirm that the farmers sales
reported by competitors were accurate. The Verifier would review sales ledgers and compare
them to the sales recorded in the Data Collection and Tracking System (DCTS) to determine any
irregularities. If any irregularities between sales data and information provided by the
smallholder farmer emerged, the Verifier would further investigate to help prevent against
competitor gaming or fraud.

2) SMS Surveys: Serving as a complement to the sales audits, SMS surveys would be sent after
farmers purchased an input based on the sales data recorded in the DCTS by competitors to
confirm input sales and provision of advisory services. These instant ‘surveys’ of smallholder
farmers would allow the Verifier to confirm the purchase within a few days of the sale and
increase the project’s confidence in the sales taking place.
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3) Random Spot Checks: To reduce the chance of fraud or gaming, random spot checks would
provide an additional level of verification to check that farmers were receiving inputs in the
required quantities to trigger prize awards. The sales verifier used random sampling
methodology based on the number of sales to identify the number of spot checks per
competitor per Sales Period.

The most critical part of verification was a digital application that would allow competitors to track sales
per farmer, enabling the PM and Verifier to access sales data in the place of standard bookkeeping
practices, which many of the competitors did not have in place at the start of the competition. Based on
learning from previous projects, the AgResults team knew that the DCTS would need to be robust
enough to conduct real-times sales and advisory service tracking yet be simple enough that competitors
would integrate it into their operations. To develop this cloud-based system, the AgResults team chose a
vendor, Cropln, that could customize their off-the-shelf web app to fit the needs of the project.

Project Changes during Implementation

The Tanzania project provides a clear example of how our use of adaptive management allowed the
AgResults team to make a series of course corrections during implementation, ranging from verification
changes to adding an entirely separate incentive focused on fodder.

Revision of Nutrition Bundle Requirements

To unlock the nutrition prize, competitors were required to sell 657kg of hay/fodder which equates to
30% of annual nutrition intake, and either 12kg of urea molasses block, 100g of minerals, or 250kg of
standard dairy meal per cow. These assumptions were based on a 400kg animal, but most smallholder
farmers in the coastal area had cross-bred animals that weighed 250-300kg. The 657kg requirement for
dry matter equated to more than 40% of animals’ annual nutrition intake, resulting in nutrition bundle
requirements that were far too demanding for competitors to achieve.

The TAC raised these concerns during their review of the design, part of the iterative process that
AgResults had built into the project. The TAC recommended reducing the dry-matter kilogram
requirement based on the standard size of cattle in Tanzania and 30% of the volume that they would
consume in a year. As a result, in Sales Period 1, the project reduced dry-matter kilogram requirement
from 657kg to 470kg of hay/fodder, based on the animals’ standard size and annual consumption
volume.

Revision of Artificial Insemination (Al) Bundle Requirements

Originally, competitors were required to sell certified conventional or sexed semen to smallholder
farmers and needed to attain a 75% conception rate to be eligible for a prize, a number that was based
on initial desk and field research. Additionally, the prize for Al would only be awarded if it was bundled
with nutrition inputs. This is because without proper nutrition, Al is not as successful, which in turn
limits a cow’s conception rate. However, this chosen conception rate was high compared to the

10
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country’s conception rate (40-50%). Competitors were also struggling to achieve the original nutrition
bundle requirements (see above) that was a prerequisite for the Al prize — leading to a double barrier.

After having gathered this feedback and conducted additional research, the AgResults team responded
by making an iterative change: The Al bundle requirement was redesigned in Sales Period 2 to
‘decouple’ the Al and nutrition bundles. This meant that competitors no longer had to achieve the full
nutrition bundle requirements to ‘unlock’ the Al bundle prize. Instead, they only had to provide a
mineral supplement as part of Al services, which was the component of the nutrition bundle that
increased the animals’ chances of conception. The AgResults team also reduced the conception rate
required to qualify for a prize from 75% to 50% after having updated its field and desk research on the
Tanzanian context.

From Sales Period 2 onward, Al sales increased significantly. With the more attainable Al bundle
requirements, input providers invested more to procure and sell Al services, including sending their
advisory service agents to the National Artificial Insemination Centre (NAIC) to become certified
technicians. During this period, the quality of semen from NAIC also improved, helping to increase the
chance of conception.

Farmers’ access to insemination services increased, and they learned a range of best practices through
the advisory services — from the impact of mineral supplements and nutrition on conception rates in
dairy cows to proper input amounts and other aspects of animal husbandry. This helped improve animal
health, further increasing the chance of conception. With higher success rates and reduced number of
repeat attempts to inseminate cows, the service became more affordable and smallholder farmer
demand rose, creating a virtuous cycle.

Removal of SMS Verification Requirement

The project planned to use SMS surveys to confirm the delivery of inputs, requiring a 60% response rate
among smallholder farmers where 90% of those responses confirm sales with advisory services. Cropin
needed more time to finalize the digital platform, so the project used an interim 2-way SMS provider
during Sales Period 1 that proved too complex and led to low response rates (26%). Poor network
connectivity, limited literacy, and a 2023 law that required all SIM cards to be registered with the
National Identification Authority (NIDA) further exacerbated response rates.

After gathering regular feedback from stakeholders and conducting one of its regular project reviews
during Sales Period 2, the AgResults team determined that using SMS messages to validate farmer input
purchases was not feasible. Consequently, during Sales Period 2, the project did away with SMS as a
requirement and instead used it as a backup to support verification via phone call spot checks.

11
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Reduction in Vaccine and Parasite Control Prize

In the original design, competitors were required to sell a minimum of two vaccines from the approved
list of vaccines to qualify for the prize. To qualify for the parasite control prize, they were required to sell
a year’s worth of parasite and deworming input to complete a bundle — these included 400ml of
Acaricides plus an Anthelmintic of varying amounts depending on the type: injectable — 16cc;
drenchable — 80cc, or a 3 bolus (3,600mg), with an incentive of $3 per bundle. In Sales Periods 1-3,
competitors sold more vaccine and parasite control bundles than the project had originally anticipated,
and it became clear that these bundles were easy to achieve and seen as low-hanging fruit.

At the end of Sales Period 3, the AgResults team recognized through the project’s feedback loops that
this part of the prize needed adjusting. Following discussions among the stakeholders and given the
flexibility of the competition design, for Sales Period 4, the project reduced the incentive for parasite
control and vaccine bundles. First, this would push competitors to invest in and sell the harder-to-
achieve input bundles, Al and nutrition, in Sales Period 4. It would also help control the prize purse and
limit how much the project went over the prize budget, since the project was too mature at that point
to put a prize cap in place. This reduction also aimed to prepare competitors for when the contest
ended.

Despite this reduction in prize amounts, competitor sales of vaccine and parasite control bundles soared
to 577,670 in Sales Period 4, a significant increase from the previous period. This indicated that with this
course correction, the AgResults team had rightly anticipated that there were enough market incentives
to keep selling these inputs without needing as high of a prize incentive to spur businesses.

Addition of the Fodder Incentive

Originally, the Tanzania project did not have a specific incentive for fodder production and supply.
However, two years of prolonged drought conditions in Tanzania had led to inadequate supply of
fodder, increasing animal mortality, and reduced milk production in the coastal milkshed.

Ongoing research as well as discussions with project stakeholders had highlighted this gap, and the
AgResults team could see how this was affecting competitors’ ability to achieve the nutrition bundles
and the broader impact on fodder supply. Using this information, the team designed a $0.5 million prize
to increase the supply of fodder by incentivizing private sector fodder wholesalers and input providers
to produce, store, and sell fodder to other competitors and smallholder farmers. Competitors would
receive a prize for each 470kg of fodder produced and sold.

The AgResults team also adjusted the eligibility criteria for competitors who might participate in both
the fodder incentive and the input bundle competition. This allowed competitors to participate in both
competitions.

Even though it was added in the last sales period, the fodder incentive had a huge impact: It created
new opportunities for small- and medium-sized businesses that will likely continue well beyond the

12
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project. The higher supply of fodder meant that farmers were spending less time collecting feed for their
animals, which in turn increased farmer demand for fodder.

The incentive also created a formalized market by pulling in cooperatives and milk collection centers.
With the addition of the fodder incentive in Sales Period 4, 12 producers harvested 10,184 MT and sold
6,171.2 MT of fodder (5,001 MT of which was eligible for the prize, given the prize cap). Prizes helped to
spur this market and encourage farmers to use inputs and establish relationships with these entities to
sell their milk through formal channels — one of the long-term objectives of the project.

Increased Prize Pool to Account for High Performance in Sales Period 4

Originally, the Tanzania project did not have a prize cap. Instead, it planned to provide prizes for each
input bundle sold, as well as bundle bonuses for multi-input bundles. Despite a slow start in Sales Period
1 during the height of the COVID-19 pandemic, the Tanzania project experienced strong performance in
later years. This was particularly true in Sales Period 4 Q1, during which competitors sold twice as many
single-input bundles as in Sales Period 3 Q1.

Recognizing a potential overage, in Sales Period 3, the AgResults team conducted a funding review to
gauge whether to institute a prize cap, award proportional prizes, or reallocate money from the
AgResults pool. After engaging donor stakeholders, the team decided to wait to see how competitors
performed through the rest of Sales Period 4. If total prizes exceeded the available budget, the project
would allocate additional funds from the AgResults funding pool. In this way, competitors would
continue selling input bundles and receive prizes commensurate with their performance, and bundling
bonuses would be maintained.

In hindsight, instituting a prize cap would have been the most optimal decision, but the AgResults team
and donor stakeholders determined that it would be unfair to the competitors to implement such a
significant change in the payment structure in the middle of a sales period.

Yet building in the time for reflection and possible adjustment allowed AgResults to add necessary funds
to the prize pool. Making this final adjustment minimized the actual number of rule changes in Sales
Period 4 and protected new and smaller competitors from being disadvantaged by selling bundles later
in the sales period or selling a smaller proportion compared to the larger legacy competitors. More
broadly, the decision not to implement a prize cap or create a prize pool midway through a sales period
preserved the project’s credibility in the eyes of the participating businesses.

Overview of the Indonesia Aquaculture Challenge Project

Smallholder aquaculture farmers in Indonesia face multiple challenges related to feed cost and
efficiency, water quality, and the quality of fish stocks that constrain productivity and profitability. Feed
is a primary cost in aquaculture production, accounting for 60-90% of production costs, but is often
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inefficiently distributed. Low water quality and poor water management limit fish growth and increase
rates of fish disease and death.

The Indonesia Aquaculture Challenge Project (2020 — 2026) aims to strengthen the aquaculture sector
by incentivizing private sector actors to engage smallholder aquaculture farmers to improve their access
to technological inputs, such as aerators and feeders, that will increase productivity as well as provide

technical assistance on intensification. The project aims to improve smallholder farmers’ food security
and financial standing while also improving the sector’s productivity and sustainability.

Original Contest Design

The original contest design, which was finalized in early 2020, comprised two prizes:

Prize for Aerator/Feeder Sales and Rentals

To address issues of poor water quality as well as increase feed efficiency and decrease cost,
competitors would receive per-unit prizes for sales or rentals of aerators and feeders. To be eligible for
a prize, a competitor must first meet a minimum sales threshold of 50 units rented or sold to then
receive the per-unit prize for each type of technology sold or rented. Improved aerators or feeders
would be awarded higher prize amounts than traditional versions of those technologies. Rentals would
count as 1/3 of the per-unit sales prize, and each rental should last for at least six months during each
competition year.

To ensure that smallholder farmers would benefit from the technologies, the project required that all
technologies be vetted to ensure they were specific to smallholder needs and usable on traditional or
extensive farms. The project followed the Indonesian government’s definition of a smallholder
aquaculture farmer: An individual operating on less than 2HA of freshwater or less than 5HA of brackish
water.

If competitors sold more than 5,000 units over the project’s lifetime, they would become eligible for a
grand prize. To reach the eligibility threshold, competitors could combine sales of aerators and feeders.
The three most successful competitors would each receive a prize that would be paid out at the end of
Year 4.

Prize for Hatchery Certification

To address disease outbreaks and general poor health of fish, hatcheries would be eligible for a one-
time prize for becoming certified under IndoGAP’s third-party certification scheme. Incentivizing
certified seed and fingerlings would help reduce the incidence of disease and improve growth
performance. This relied on Ministry of Maritime Affairs and Fisheries (MMAF) plans to engage a third-
party auditor to certify hatcheries, which was originally planned for launch by 2021.

Because the MMAF plan would launch after the Indonesia project began, the AgResults team decided to
define the contest rules for hatchery eligibility after the competition was up and running. The team
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already had some eligibility rules in mind: Only the highest level of certification would be eligible for a
prize; species would be limited to monodon and freshwater finfish species; and hatcheries would only

be eligible for the prize once during the project.

Aerator/Feeder Sales Prize

Competitors will receive per-unit prizes for sales of aerators and feeders. If competitors sell
more than 5,000 units over the project lifetime, they will become eligible for a grand prize.

Per Unit Structure Grand Prize

Annual Rental/Sales Threshold I 5450'( Prize Pool |

EXS ]

Traditional Aerators

Traditional Feeders

Hatchery Certification Prize
Hatcheries will be eligible for a one-time prize for becoming
certified under IndoGAP’'s third-party certification scheme.
Only the highest level of certification will be rewarded.
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Figure 4: The original design of the Indonesia Aquaculture Challenge Project included a sales prize and a hatchery
certification prize based on a series of assumptions about the market and stakeholder motivations.

Project Changes During Implementation

For the Indonesia project, the AgResults team has made course corrections that fall broadly into two
categories — those sparked by the impact of the COVID-19 pandemic in Indonesia and those driven

more by incremental learning about the enabling environment and businesses’ motivations. The
modifications below illustrate the value of AgResults’ use of adaptive management that has set up the
Indonesia project for continued adaptation during implementation, primarily through structures of
flexibility and processes of reflection. They also highlight the importance of AgResults continually

monitoring local contexts and adapting based on that new information.

Learning From Year 1: How to Navigate a Sector Wracked by COVID

Indonesia experienced severe health and economic impacts due to COVID. Regarding the aquaculture
sector, this led to reductions in commodity pricing, reductions in seafood consumption, and major

disruptions in global and local supply chains. Government restrictions on travel and mass gatherings
meant that the Indonesia PM team could not meet competitors and farmers in person. Technology
providers were already struggling with rising manufacturing costs and limited access to parts, and these
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issues were compounded by limited sales, meaning competitors had no cash flow and could not

generate new sales.

Year 1 of the competition also uncovered several challenges related to the original contest rules, ranging
from where competitors’ sales took place to the Indonesian government’s priorities in aquaculture to
motivations of larger industrial actors. The PM team learned that they, along with the project’s TAC,

needed further proof of the efficacy of certain technologies before accepting them into the competition.
By having adaptive management principles in place from the start, the AgResults team was able to
reassess as Year 1 was winding down and adjust several contest rules for Year 2. The changes listed

below, reflecting learning around market dynamics, stakeholder constraints, and competition logistics,

are a direct result of how the project prioritized iterative improvement from the start:

Category

Rule Change

Sales regions

After Year 1, two regions (Banten and Yogyakarta in Java) were added to the list of
eligible geographies starting in Year 2 because the project learned they were
primary sales areas for several competitors.

After a field visit during Year 2, the eligible sales regions were further expanded to
include all of Indonesia, reducing restrictions and increasing access to smallholder
farmers. This allowed competitors to enter more viable and less developed markets
and aimed to attract a wider pool of competitors. The expansion of sales regions,
and reduction of the sales thresholds, mirrored market conditions and constraints
among both competitors and farmers.

Eligible species

Following governmental priorities and market demand, vannamei shrimp was
added to the eligible species list in the target regions of Banten, West Java, Central
Java, East Java, Yogyakarta, and West Nusa Tenggara. By expanding the species list,
the project helped create a sense of collaboration and alignment with the
government, which would help strengthen chances of public sector support in later
years of the competition.

partnerships

New rental Due to some species’ shorter growth cycles, the project added a new rental period

prize prize with a 3-month minimum to help increase demand for technology rentals and
competitor participation.

Addition of To address concerns of quality from the TAC on evaluating proposed technologies,

mandatory the PM arranged for a live demonstration of competitor technologies in May 2021.

technology As a result, from Year 2 onward, competitors were required to conduct an in-person

trial demonstration of their technology to be accepted in the competition.

Sales The threshold of sales/rentals to qualify for a prize was reduced from 50 to 25 units.

thresholds This decrease was part of a long-term strategy that allows more competitors to
access prize funding and further stimulate their businesses.

Stakeholder Rather than continuing ad hoc government engagement, the PM began formal

engagement with the Indonesian government, specifically to support the MMAF to
develop “Aquaculture Villages.” MMAF planned to develop 430 such villages by
2024 to increase aquaculture production and improve farmers’ access to inputs and
equipment. The plan was that the PM team could conduct roadshows and have
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demonstration plots within the Aquaculture Villages to increase farmer interest.
These demonstrations began in two Aquaculture Villages in October 2022 with
plans to expand over the next two years.

PM outreach Through conversations with stakeholders in May 2022, the project learned that
responsibilities | farmers and businesses still had limited awareness about aquaculture best practices
and technologies as well as opportunities for market growth. Due to government
restrictions around COVID, the PM team was largely handcuffed in the kinds of
outreach they could conduct. As COVID restrictions slowly began to ease in Year 2,
the PM team was able to conduct much more strategic outreach to smallholder
farmers through roadshows, demonstration farms, and financial literacy trainings in
strategic locations to provide competitors with platforms to raise awareness. The
PM'’s expanded role with an increased emphasis on outreach contributed to the
project’s steady momentum from Year 2 onward.

After Year 2, the AgResults team continued to gather feedback from stakeholders, assess the operating
environment and market dynamics, and actively seek out opportunities for iterative improvements.
From these adaptive management activities, the Indonesia project underwent several more course
corrections.

Replacement of the Hatcheries Prize with the Technical Assistance Prize

In 2022, there was a massive disease outbreak among shrimp that threatened harvests and underlined
the need for smallholder farmers to have access to quality seedlings, which the hatcheries prize in the
original design was supposed to address. However, at this time, the MMAF still had not enacted the
necessary regulations to engage the certification bodies to set up the IndoGAP standard. It was clear
that the proposed hatcheries prize would no longer be an effective part of the competition. Recognizing
this, the AgResults team proposed replacing the hatcheries prize with a technical assistance (TA) prize,
where the project would add a prize for competitors to provide TA to smallholder farmers that would
help mitigate disease.

In February 2023, the project made an
official modification to remove the
- hatcheries prize and replace it with a TA

Al i ) LS ) prize beginning in Year 3. To qualify for the
$6 $22

-{FPA P':;e h) prize, competitors had to engage
er ont

smallholder farmers in paid ‘subscription’
IPAe:?:;:Ie} 536 $66 services that lasted a minimum of one

production cycle. These annual per-unit

Figure 5: The new TA prize aimed to improve farmers’ knowledge to prizes would be based on the number of

mitigate disease and improve water quality. farmers and the Iength of subscriptions
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This per-unit prize would incentivize competitors to engage smallholder farmers for paid TA packages to
learn best aquaculture practices, including water quality management, use of improved inputs, disease
prevention, and general handling. By adding TA, the project could improve water quality, increase the
quality of seedlings and reduce pathogens, and address other problems that smallholder farmers faced.

Although only one competition year has been completed since the TA prize was added, there are initial
signs that this prize has the potential to incentivize businesses to prioritize delivery of TA to smallholder
farmers. In Year 3, two TA competitors achieved 263 sales to 241 farmers and won $18,304 in prizes.
These competitors are starting to bundle TA subscriptions with technology sales and other inputs, such
as vitamins and feed. They were also starting to collaborate with other competitors and to proactively
engage farmers via roadshows and in-person visits. To reinforce this, the PM continues to host
roadshows to increase farmers’ awareness about the importance of TA. Also, the PM has facilitated
matchmaking events between TA competitors and input suppliers / off-taker companies to increase
collaboration among different actors in the aquaculture sector.

Increased Cadence of Prize Payments

One other change prior to Year 3 was a modification to increase the cadence of prize payments. Because
most competitors are small- to medium-sized enterprises (SMEs) with limited funds, they typically work
through purchase orders, manufacturing or assembling equipment based on orders in hand. However,
this system usually leads to low sales because smallholder farmers are looking for products that can be
purchased and used immediately. By paying eligible competitors quarterly, the goal was to provide them
with enough capital to more proactively manufacture the technologies and have them on hand for when
farmers sought to purchase them.

And feedback from competitors after Year 3 indicated exactly this: Those who performed well in the
competition explained that in contrast to annual payments, the quarterly payments allowed the SMEs to
reinvest and grow their businesses. With increased access to capital, they could increase inventory,
improve their product, and reach more smallholder farmers.

Project Extension to Add Year 5

Given the deep impacts of the COVID-19 pandemic on the Indonesian economy, export market, and day-
to-day life, Year 1 of the project ended up functioning like a pilot year with only one competitor
receiving a small prize. There was a notable underspend in Year 1, which allowed the project the ability
to consider extending the project to Year 5. As the project approached the start of Year 3 in early 2023,
the AgResults team initially proposed this extension, which would provide competitors with an
opportunity to make full use of all the modifications from Years 1 and 2 incorporated into the project.
However, the donor stakeholders indicated that they first wanted to monitor competitor progress
during Year 3 to see if the extension would be beneficial.

After monitoring competitor performance in the first half of Year 3, it was determined that the project
would benefit from an additional year, and in October 2023 the extension was approved by the donor
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stakeholders. In Year 5, the project would reduce prize amounts to test the sustainability of technology
sales beyond the life of the competition and prepare competitors for the project’s departure.

Year 4 began in June 2024, so at the time of this article’s publication, the impact of the Year 5 extension
is not yet clear. However, the hope is that even with reduced prize sizes in the last year of the
competition, competitors will still see the economic benefit of these activities and keep engaging
smallholder farmers while preparing for sales without the incentive the following year — as AgResults
saw in its prize competitions in Tanzania and Nigeria.

Addition of New Species in Year 4

In Year 4, a final modification was made to the Indonesia project that involved adding additional species
to the prize competition. In January 2024, the AgResults team reviewed the current lists for eligible
species and compared it to the Directorate General of Aquaculture Strategic Plan of 2020-2024. This
process highlighted that the Indonesian government had identified seabass/barramundi, grouper, and
gourami as target finfish commodities to help the country reach its aquaculture production goals. Yet
the government had fallen short of these goals.

As a result, the project went through an internal review process to add these three species in the
competition because it would encourage competitors to introduce aerators and feeders to these
commodities’ producers and assist in intensifying production. This would better align the competition
with the Indonesian government’s goals.

As the two case studies have shown, due to an intentional use of adaptive management from project
design through implementation, AgResults has found effective ways to course correct during its Pay-for-
Results prize competitions. Based on its experience using adaptive management approaches in Tanzania
and in Indonesia, we provide the following recommendations for project designers and managers
looking to apply the same concepts to these types of projects:

1) Employ deliberate iteration during competition design and implementation to create
moments where project managers can gauge the need for adjustments. During competition
design, AgResults has learned that it is critical to conduct extensive field research and seek
expert feedback to design a responsive and comprehensive competition. The AgResults model
understands that real-world conditions are fluid and thus has established processes to review
rules multiple times before a competition is launched. In each AgResults project, the TAC plays a
key role in providing this industry and academic assessment and weighing in on the impact of
changes — to budget, prize size, and other aspects of contest rules. Both case studies illustrate
how original assumptions during the design phase shifted as the market shifted during a
competition — and how important it was to have formal steps for review and adjustment
throughout. During project implementation, it is equally important to assess and reassess
elements of the competition, including rules, prize amounts, and prize payment frequency.
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There are ideal moments to make different types of adjustments to a prize competition, and
building in this approach of iteration will position the team to apply these changes. For example,
changes to the project’s budget or prize size should be done in between sales periods to keep
things consistent for all competitors during a given sales period. On the other hand, changes
that make the contest rules easier to understand or follow can be done during a sales period to
help address obstacles to participation in real time.

2) Prioritize flexibility by continually monitoring the enabling environment to better understand
changing market dynamics — and be ready to adapt accordingly. AgResults has learned that it
is crucial to be flexible during project implementation to be able to respond to unanticipated
social, economic, and political factors that inevitably arise. The COVID-19 pandemic is a prime
example of how completely unplanned situations can arise and dramatically impact everything
from government policies to access to finance and inputs. By consistently prioritizing flexibility
during project implementation, Pay-for-Results prize competition managers can better react to
new information as they discover it and apply that learning to furthering the project’s impact.

3) Actively engage public and private stakeholders, especially those local to the project context,
and use their feedback to inform competition adjustments. Beyond working with the TAC
during the design phase, AgResults has learned that it is key to continually gauge how affected
stakeholders view and respond to the competition as it is running. These stakeholders include
government representatives, international and regional organizations, private sector companies
such as the participating competitors, and smallholder farmers. Building relationships with
stakeholders along the value change and establishing direct lines of communication increases
project support and can help lead to project success. A big part of a competition’s success
hinges on the trust that it builds with competitors and other stakeholders. Finally, structuring
these kinds of projects to have regular ‘moments’ of stakeholder engagement — whether that is
through an annual learning event or other feedback meetings — helps maximize the amount of
new information that the team can capture and then apply to adjustments as needed.

AgResults deliberately employs adaptive management approaches so our Pay-for-Results prize
competitions can be adapted. For more than a decade, setting the stage early has enabled AgResults to
identify and leverage those opportunities to course correct and, in time, maximize impact. We have
found that it is important to incorporate adaptive approaches both during prize design and project
implementation to minimize operational effects while maximizing programmatic impact.

If you are interested in learning more about AgResults’ Pay-for-Results model, its prize competitions, and
its results to date, visit https://agresults.org/.
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