
WHO/RHR/07.15

Lessons and implications
from three case studies

Public–Private Partnerships:
Managing contracting arrangements to 
strengthen the Reproductive and Child 
Health Programme in India





Public–Private Partnerships:

Lessons and implications from three case studies

Managing contracting arrangements to 
strengthen the Reproductive and Child Health 
Programme in India

Ramesh Bhat, Indian Institute of Management, Ahmedabad
Dale Huntington, World Health Organization, Geneva
Sunil Maheshwari, Indian Institute of Management, Ahmedabad

WHO/RHR/07.15



Public–Private Partnerships: Managing contracting arrangements to strengthen the Reproductive 
and Child Health Programme in India
Lessons and implications from three case studies

© World Health Organization 2007

All rights reserved. Publications of the World Health Organization can be obtained from Marketing 
and Dissemination, World Health Organization, 20 Avenue Appia, 1211 Geneva 27, Switzerland 
(tel: +41 22 791 2476; fax: +41 22 791 4857; email: bookorderswho.int. Requests for permission 
to reproduce or translate WHO publications – whether for sale or for noncommercial distribu-
tion – should be addressed to Publications, at the above address (fax: +41 22 791 4806; email: 
permissions@who.int). 

The designations employed and the presentation of the material in this publication do not imply the 
expression of any opinion whatsoever on the part of the World Health Organization concerning the 
legal status of any country, territory, city or area or of its authorities, or concerning the delimitation 
of its frontiers or boundaries. Dotted lines on maps represent approximate border lines for which 
there may not yet be full agreement.

The mention of specific companies or of certain manufacturers’ products does not imply that they 
are endorsed or recommended by the World Health Organization in preference to others of a simi-
lar nature that are not mentioned. Errors and omissions excepted, the names of proprietary products 
are distinguished by initial capital letters.

The World Health Organization does not warrant that the information contained in this publication 
is complete and correct and shall not be liable for any damages incurred as a result of its use.

The named authors alone are responsible for the views expressed in this publication.



Contents

Abstract  iv

Acknowledgements v

1. Introduction 1

2. Policy context 2

3. Case studies 5

 3.1 Chiranjeevi scheme, Gujarat 8

 3.2 Urban slum health care project, Andhra Pradesh 9

 3.3 Mother nongovernmental organization scheme, Government of India 10

4. Discussion and lessons learnt 12

 4.1 Financing and provider payment systems 12

 4.2 Ownership and state-level policies 13

 4.3 Capacity of different partners 14

 4.4 Financial management systems 17

 4.5 Incentives 18

 4.6 Leadership and supervision 19

5. Implications for policy 20

 5.1 Sequencing of programme components 20

 5.2 Creating a sense of ownership 21

 5.3 Role of pilot projects 21

 5.4 Role of information 21

 5.5 Monitoring outcomes 22

6. Summary and conclusions 22

References  25



iv

Abstract

Strengthening management capacity and meeting the need for reproductive and child health (RCH) 
services is a major challenge for the national RCH programme of India. Central and state governments 
are using multiple options to meet this challenge, responding to the complex issues in RCH, which 
include social, cultural and economic factors and reflect the immense geographical barriers to access 
for remote and rural populations. Other barriers are also being addressed, including lessening financial 
burdens and creating public–private partnerships to expand access. For example, the National Rural 
Health Mission was initiated in order to focus on rural populations, although departments of health 
face a number of challenges in implementing this initiative. In this document, we focus on a key area: 
the development of management capacity for working with the private sector. We synthesize the les-
sons learnt from three case studies of public–private partnerships in RCH: two are state initiatives, 
in Gujarat and Andhra Pradesh, and the third is the national mother nongovernmental organization 
scheme. The case studies were conducted to determine how management capacity was developed 
in these three public–private partnership initiatives, with contracting out of RCH services. The case 
studies also focused on partnerships in service delivery, by examining the structure and process of 
partnerships, understanding management capacity and competence in various public–private part-
nerships in RCH, and identifying the means for developing the management capacity of partners.
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1. Introduction

The Indian health system faces the daunting task of meeting the numerous health challenges of 
a growing population. The public health sector has grown in size and scope; however, the in-

creased managerial and financial complexities of health-care systems make it difficult to meet these 
challenges effectively. Some of the complexities are the result of shrinking budgetary support and 
fiscal constraints in the public sector, which lead to gaps in service delivery, particularly at the pe-
riphery. Health-system managers are also severely taxed by the rapidly changing environment, with 
a need for increased coordination. One result has been a fundamental shift towards the provision of 
services to the public through multiple health systems.

The huge infrastructure of the Indian public health system is not used to its full potential partly be-
cause of inadequate managerial capacity. In response, the private sector has grown over the past 
several years and has gained considerable experience in addressing the needs of clients effectively. 
Notably, most outpatient primary care is now provided in private clinics and health centres in both 
rural and urban India (1–9). The public sector is responding, and contemporary health-system poli-
cies and programmes, such as the National Rural Health Mission and Reproduction and Child Health 
II programme (RCH II), emphasize the importance of public–private partnerships for gaining private-
sector managerial efficiency and ensuring coordinated achievement of public health goals. Effective 
partnerships between two systems of providers, with contracting out of services, could potentially 
benefit from their complementary strengths to promote accountability, improve the performance of 
the system and achieve the Millennium Development Goals. 

Public–private partnerships are also an important mechanism for tackling the complexities of health 
delivery, where community participation and ownership are critical to the success of a programme. 
Worldwide experience indicates that effective public–private partnerships lead to innovative service 
delivery strategies and positive consequences for national public health programmes. Such partner-
ships can be effective for addressing many of the problems in the Indian health-care delivery system, 
by using the ideas, resources and expertise of different partners and by ensuring community owner-
ship of programmes. As there is growing interest and support for public–private partnerships, there is 
a pressing need to improve capacity to design and implement contracts.

Implementation of RCH programmes requires interaction with communities, nongovernmental agen-
cies and private organizations in order to meet the service delivery gaps. The first phase of the RCH-I 
programme of the Government of India focused on involving the private sector in order to overcome 
some of the constraints to the delivery of emergency obstetric care and medical termination of 
pregancy, among others. The schemes included involving nongovernmental organizations through 
state-registered societies. RCH-II is focusing progressively on reaching the persons who are least well 
served and earmarking resources for innovative solutions. The proposed areas include monitoring 
systems, behavioural change activities, service delivery, demand-side financing (such as insurance 
and voucher schemes), training and supervision of professional, auxiliary and administrative staff, 
research on tribal systems of medicine, planning capacities and disseminating good practice (10).

The engagement of the public sector with the private sector is important, and because of the depen- the depen-
dence of communities on private providers, for several reasons, including achieving health equity 
and promoting economic development. In a developing country like India, high private health ex-
penditure can be a serious challenge to national economic development. Currently, 76% of health-
care expenditure is for out-of-pocket costs; this expenditure as a proportion of per capita income has 
almost doubled since 1961, from 2.7% during 1961–70 to 5.5% during 2001–03 (11). Private health 
expenditure has grown at a much faster rate than per capita income: during 1991–2003, private 
out-of-pocket expenditure on health grew at 10.9% per annum in real terms, whereas per capita 
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income grew at 3.8% during the same period. This level of expenditure poses problems for families 
who cannot pay, forcing them into debt and leading to a poverty trap. In India, the poorest 20% of 
the population uses only about 10% of the total net public subsidy, and the richest quintile benefits 
three times more than the poorest (12). The same study indicated that, on average, the population 
in the poorest quintile is 2.6 times more likely than the richest to forego medical treatment when ill 
because of financial reasons. According to some estimates a large number of Indians fall into poverty 
as a direct result of medical expenses in the event of hospitalization. Even when the Government 
provides free or nearly free services, poor households spend a significant part of their income on 
transport and informal charges.

The share of Government financing of health care has not risen fast enough to meet the growing 
need for public health. For every 1% increase in State per capita income, per capita public health 
expenditure has increased by only about 0.68%; for every 1% increase in real per capita income, 
real per capita private expenditure on health has gone up by 1.95% (12). This gap is significant, and 
appropriate public policy instruments and mechanisms are needed to protect people from risky levels 
of health-care expenditure and to ensure that services are accessible. Ensuring that poor and vulner-Ensuring that poor and vulner-
able groups of the population have access to services with a smaller financial burden is an important 
public policy goal of partnerships in the health sector. 

There is increasing recognition among multi- and bilateral donor agencies of the role that public–pri-
vate partnerships can play in improving public health services and alleviating poverty, and most 
donor agencies have altered their financing strategies to reflect this role. During the past decade, 
donor agencies have devoted time and resources to understanding the issues, best practices and 
advocacy with state and central governments to use partnerships to increase the access of the poor 
to services.

This publication includes syntheses of the lessons learnt from three case studies of public–private 
partnerships in RCH that focused on managerial capacity to strengthen programmes. Two of the 
studies addressed state-level initiatives, in Gujarat and Andhra Pradesh, and the third focused on the 
national “mother nongovernmental organization scheme”. Each of the studies addressed the function-
ing of public–private partnerships at the level of service delivery, including:

 a description of the structure and process of the partnership arrangement;

 documentation of the lessons that contributed to developing management capacity and specific 
competences for public–private partnerships;

 identification of means for developing the management capacity of partners to address key 
challenges in implementation.

2. Policy context

Under the health sector reform undertaken by several state governments in India, there is sub-
stantial interest in setting up effective, mutually beneficial partnerships between the govern-

ment, nongovernmental organizations and the private sector. At the policy level, it is recognized that 
such partnerships can contribute significantly to programme performance. For example, the National 
Health Policy 2002 clearly stressed the importance of government–nongovernmental organization 
partnerships in the formulation and implementation of health and family welfare policies and pro-
grammes at both national and state level. The mid-term appraisal of the tenth Five-year Plan showed 
a significant shift towards the participation of the private sector. The Prime Minister in his opening 
remarks at the meeting of the Planning Commission said:

“As Government’s priorities and expenditure patterns shift towards social and 
rural infrastructure, such growth will not take place without a substantial increase 
in private investment. This will have to be not only in commercial activities but 
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also in physical infrastructure, where its involvement has been limited in the past. 
To enable this to happen, the policy and procedural environment must be made 
considerably more welcoming towards private investment; and, the government 
will have to incentivise the private sector to enter unfamiliar areas through well 
designed public-private partnership models. The mid-term appraisal document 
brings out possibilities that exist for such involvement and the required policy 
changes”. (13)

Many state governments have shown their willingness to hand over, out-source and contract-out 
health services to nongovernmental organizations and other people’s groups, in order to improve 
equity, quality, access and efficiency of services. The involvement of self-help groups is increasingly 
recognized as important for facilitating both voluntary initiatives set up under the Panchayat Raj insti-
tution by promoting preventive aspects of health and family welfare.

The development of public–private partnerships in the health sector has been at the forefront of pol-
icy-level dialogue on health-systems development strategies for several years. Currently, in India, al-
most all new state projects include a policy statement on the involvement of not-for-profit and private 
organizations in implementing selected programme components, and particularly RCH. In addition 
to instances mentioned previously, national health policy has stressed the need for public–private 
partnerships in the health sector, including:

 the National Health Policy of 1983 and its revision in 2002 stressed that state and central 
governments responsible for maintaining public health should encourage private medical 
practice and promotion of service delivery by nongovernmental agencies and formulate and 
implement policies to promote partnerships respectively; 

 the new economic policy of both the central and state governments, which has paved the way 
for public–private partnerships in various sectors of the economy; 

 the National Rural Health Mission of the Government, which has laid down the framework for 
partnerships and calls on public–private partnerships to meet the deficiencies in the public health 
delivery system, by implementing pilot projects in, for instance, social franchising, contracting, 
involving private providers in service delivery in selected districts, and extending them to wider 
geographical areas (14); and 

 the report of the task force on public–private partnerships for the eleventh Five-year Plan, which 
stressed the need for such partnerships to overcome some of the deficiencies of the public 
health system (15). 

Most of these policy pronouncements and reports stress the importance of partnerships for improv-
ing the equity, quality, accessibility, availability, acceptability and efficiency of health systems. These 
partnerships are expected to result in exchanges of skills and expertise between the public and private 
sectors and to strengthen the health system by improving the management of health in the govern-
ment infrastructure. Furthermore, resource allocation and resource generation are expected to be-
come more efficient, with improved coverage and expanded services. Effective partnerships can also 
promote community ownership. Improving managerial capacity to increase efficiency and address 
gaps in service provision or use is also a prominent objective of these policies and programmes.

There has been a very large body of experience gained in the formation and conduct of public–pri-
vate partnerships in the health sector. In fact, cataloguing all of the ongoing work in this area is quite 
difficult, even though a categorization of different types of partnerships is possible. Table 1 gives a 
list of such approaches. This meta-review of recent programmes indicates that contracting-out is the 
predominant model for public–private partnerships in the health sector.
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Table 1. Possible approaches to partnerships

Approach Selected attributes

Contracting out Agreement between two or more parties specifying provision of services by one 
party against payment by the other in exchange for the services provided. In 
the health sector, such services can be both clinical and non-clinical. Agencies 
that are contracted out can be for-profit or not-for-profit. Such partnerships can 
be with nongovernmental organizations or community-based organizations to 
provide services in remote and rural areas. The payment to providers can be 
based on fees for services, salary or capitation. Vouchers can be used to target the 
population receiving the services.

Contracting in Hiring of one or more agencies or individuals to provide services, including 
maintenance of buildings and utilities, housekeeping, provision of meals, 
medicine stores, diagnostic facilities, transport, security and communications in 
major hospitals. Hiring of medical specialists for certain days of the week also 
forms part of such arrangements. 

Joint ventures Generally formed as a legal entity, as a society or joint stock company, with 
equitable participation of government and the private sector. The participation of 
the government might be in the form of land or other contributions in kind. The 
equitable proportion of each partner can vary. Companies are usually formed for 
a specific purpose and for a specific time.

Involvement 
of professional 
associations

Involving professional associations, such as the Indian Medical Association, the 
gynaecologists’ federation and nurses’ associations, in self-regulation to ensure 
quality, accreditation or certification and payment structures in public–private 
partnerships such as the Chiranjeevi scheme in Gujarat, and promoting new 
programmes such as the Vande Mataram scheme, the Gaon Chalo project and 
immunization programmes. An association of global partners could also be 
involved.

Involvement of the 
corporate sector

As part of corporate social responsibility, corporate sector funding of public health 
programmes, advocacy campaigns or opening and running hospitals and clinics 
for the community.

Social marketing Application of marketing techniques to achieve a social objective. In India, 
social marketing has been associated with expanding access to contraceptives. 
The trend is now to increase the available products, including oral rehydration 
solution, iron and folic acid tablets and other health products to make marketing 
more self-sustaining.

Franchising A business model in which a manufacturer or marketer of a product or service 
(the franchiser) grants exclusive rights to local independent agency (franchisees) 
to conduct business in a prescribed manner in a certain place over a specified 
period. Typically, the franchiser has specialized skills, knowledge and strategies. 
The franchisees contribute resources to set up a clinic and pay membership fees 
to the franchiser.

Capacity-building for 
providers

Initiatives taken by the government to improve the technical and counselling skills 
of medical practitioners, particularly in rural areas, to improve the quality of their 
services.
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 three case studiesThe establishment and management of contractual partnerships is complex, and local contexts af-
fect the gains and risks of such efforts. One factor is the new roles of each stakeholder in a partner-
ship, which at times require new capacities and competences to steer and develop the partnership 
effectively; the competences needed might not be apparent at the beginning. The mechanisms for 
implementing partnerships also evolve over time. The success of partnerships hinges on how ef-
fectively and rapidly the new roles and capacities are identified and developed. Unfortunately, little 
information is available to assist in identifying the capacities and how to develop them, particularly 
at district level.

3. Case studies

This report summarizes the results from three case studies of different state schemes each related 
to contracting, conducted in 2005/2006. The goals of each scheme are presented in Table 2. The 

following key aspects of each scheme were investigated:

 Key elements of the partnership: This part of each study focused on partnership terms, structure, 
status, scope, diversity of funding and flexibility.

 Human resource and organizational structure: The major challenge in the involvement of 
people and the organizational structure of service delivery is managing personal motivation and 
commitment. The case studies examined the implications of contracting on human resource 
issues and on programme performance.

 Mechanisms and characteristics of contracts: The contract defines the incentives and basic 
modalities of implementation and is the basis for initiation and implementation of partnerships. 
The contractual terms ensure benefits and efficiency, which percolate down to programmes and 
ensure adequate control over the services to be provided and the recipients. The case studies 
addressed these aspects of the contractual relationship. 

 Capacities and competences required: Partnerships require new roles, for which the capacities 
and competences must be identified and developed. This influences the ability of partners to 
develop, implement and monitor the partnership. The case studies examined these roles in 
order to identify means for developing managerial capacity at state and district level for officials 
overseeing public–private partnerships.

Approach Selected attributes

Autonomous 
institutions

Granting complete autonomy to a public institution by incorporating it as a 
separate legal entity, such as a society or company, and forming a partnership 
for the provision of equitable, high-quality, accountable, efficient services. This 
ensures greater involvement and ownership by the institution, improving morale 
and encouraging the workforce.

Management and 
technical support

Agencies acting on behalf of the government as their management partner to 
undertake a certain set of activities.

Grants-in-aid Schemes to provide direct financial support for recurring expenditures to non-
state institutions or transfer of public resources, including subsidized or free 
commodities such as medicines, vaccines and contraceptives.

Campaigns with private 
partners

Special campaigns in partnership with the private sector to generate demand for 
a refurbished, revitalized public sector and promotion of generic health products 
(e.g. life-saving oral rehydration solution and menstrual hygiene with sanitary 
napkins).
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Table 2. Goals of the three partnership cases

Demand factors and their determinants are important in the implementation of public–private part-
nerships, and these were discussed in the case studies. Various activities carried out as part of im-
plementation of public–private partnerships are covered briefly. The key features of each case are 
summarized in Table 3, and the key attributes of each study are discussed on the following pages.

Table 3. Selected attributes of the three partnership schemes

Approach Selected attributes

Chiranjeevi scheme Involve private providers by a type of capitation fee payment system and target 
households living below the poverty line to prevent maternal mortality and 
increase institutional delivery by involving private gynaecologists and maternity 
homes.

Improve access to institutional delivery and provide financial protection to poor 
families in Gujarat. The scheme was initiated to encourage private practitioners 
to provide maternity services in remote areas, which have the highest infant and 
maternal mortality rates in the State.

Mother 
nongovernmental 
organization scheme

Regional resource centres and mother nongovernmental organization scheme 
for provision of RCH care to underserved regions.

The philosophy of the mother nongovernmental organization scheme is one 
of nurturing and capacity-building. Broadly, the objectives of the programme 
are: to address gaps in information on RCH services in the project area, build 
strong institutional capacity at state, district and field level, and advocacy and 
awareness-raising. 

Andhra Pradesh urban 
slum health-care 
scheme

Contract out 192 urban health centres to nongovernmental organizations to 
deliver RCH services and mobilize the community.

Provide basic primary health care and family welfare services to urban poor living 
in slums in 74 municipalities in Andhra Pradesh. The scheme involves contracting 
out management of urban health centres to nongovernmental organizations. The 
aim is to strengthen the managerial capacity of reproductive health programme 
implementation in the urban setting.

Attribute Chiranjeevi scheme Mother nongovernmental 
organization scheme

Andhra Pradesh urban 
slum health centre 
scheme

Form of 
partnership

Voucher scheme 
to involve private 
providers in delivering 
maternity care

Contracting out to nongovern-
mental organizations to work 
in underserved areas

Contracting out 
urban health centres 
to nongovernmental 
organizations

Geographical 
scope

One year pilot in five 
districts and then to 
entire State of Gujarat

324 districts of India 74 municipalities in the 
State of Andhra Pradesh
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Attribute Chiranjeevi scheme Mother nongovernmental 
organization scheme

Andhra Pradesh urban 
slum health centre 
scheme

Reasons for 
contracting

High maternal mortality, 
low institutional 
delivery, involving 
large groups of private 
practitioners

Limited capacity of 
government to deal with 
smaller nongovernmental 
organizations, increasing the 
capacity of these organiza-
tions to expand RCH services 
in the community

Expanding primary 
health care services in 
urban areas through 
nongovernmental 
organization involvement

Service 
specification

Service provision for 
institutional deliveries

Wide range of preventive and 
promoting RCH services

Preventive and 
promoting RCH services 
in urban areas

Information to 
private parties

Memoranda of 
understanding; no 
implementation 
guidelines available

Detailed guidelines issued by 
the Ministry of Health and 
Family Welfare

Reference manual issued 
by State Commissioner’s 
office

Financing National Rural Health 
Mission (NRHM) and 
state budget

Funded by Government of 
India under the National 
Rural Health Mission

Initially funded by Indian 
Population Programme 
VIII spillover fund and 
then taken up by the 
State

Target group Women below the 
poverty line 

Women of reproductive age Urban slum population

Evolution Pilot by the State 
government

National programme Pilot by the State 
government

Sanctions for poor Strong Weak Strong

Implementation 
problems

•	Inadequate	awareness	
among private 
providers about the 
scheme benefits

•	Shortage	of	specialists

•	Uniform	service	
package impedes 
handling of high-risk 
cases

•	Monitoring	quality	of	
care 

•	Capacity	of	stakeholders	a	
major constraint

•	Procedural	delay	in	
selection and disbursement 
of funds 

•	Insufficient	credibility	and	
trust among stakeholders

•	Contract	clauses	lack	clarity	
and not comprehensive

•	Multiple	points	of	authority

•	Inadequate	monitoring	

•	No	incentive	for	
nongovernmental 
organizations to 
participate

•	Inadequate	incentive	
for urban health centre 
staffs

•	Delay	in	disbursement	
of funds

•	Urban	health	centres	
not equipped to 
handle changing 
epidemiological 
scenario

•	Reference	manual	
needs updating

Management 
responsibility

District health officials Larger nongovernmental 
organizations serve as 
“mother”, with regional 
resource centres. Centre and 
State oversee functioning 

District health officials

Government 
capacity

Strong Weak Strong

Private sector 
capacity

Strong Medium Weak
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3.1 Chiranjeevi scheme, Gujarat 

The Government of Gujarat announced the Chiranjeevi Yojana scheme in April 2005. Its aim was to 
improve the access of poor families in Gujarat to institutional delivery and to give them financial pro-
tection from catastrophic health-care costs. The scheme covers families living below the poverty line, 
who are generally under-represented in health service coverage and therefore have limited access to 
institutional facilities, and who may experience economic and social hardship due to complications 
during delivery. Given the increased availability of private providers throughout the State (and, con-
versely, the limited number of public providers in rural areas), it was decided that the private sector 
should be included in the scheme to improve access to maternal care. As a result, this scheme allows 
families living below the poverty line to use either public of private facilities for free and covers other 
direct and indirect costs such as travel and incentives to an accompanying person. The scheme has 
helped to improve the coverage of maternal health care services in the State by reducing multiple bar-
riers to care for families living below the poverty line. It also promotes follow-up during the prenatal 
and postnatal periods. 

The scheme was implemented by creating a network of private medical practitioners who provide 
maternal health services in remote areas. The scheme was launched as a one-year pilot project in 
December 2005 in five districts (Banaskantha, Dahod, Kutch, Panchmahals and Sabarkantha). 

Private providers of maternity services in five districts were identified by district health officials, and 
a detailed survey of the providers and their infrastructure was carried out in one district to assess the 
conditions of services. Meetings, interviews and consultations were held with these providers and 
with professional bodies, such as the Federation of Obstetrics and Gynecology Societies of India and 
the Society for Welfare and Action—Rural, to discuss the package of maternity services and the cost 
of providing these services. The networked private providers are reimbursed by the State Government 
on a capitation payment basis at a fixed rate for each delivery. Specifically, the payment system is 
similar to a case rate capitation system, (16) including characteristics of capitation and fees based on 
bundling of services. A flat rate is paid for each episode of care and actual use, with provider respon-
sibility for each episode of care and not for the total health of the person. “Episode of care” is defined 
as a specific condition over a defined period of time, with a requirement for precertification. 

On this basis, a package of institutional delivery was finalized at Rs 179 500 for 100 deliveries, includ-
ing both normal births and those with complications. Previously, in other schemes in India, delays in 
payment were a critical impediment to the participation of private providers. This scheme set up a 
mechanism to govern the flow of payments in order to address this concern. Thus, each networked 

Attribute Chiranjeevi scheme Mother nongovernmental 
organization scheme

Andhra Pradesh urban 
slum health centre 
scheme

Social, economic 
and political 
environment

Conducive Not conducive uniformly, 
does not provide for 
innovation

Conducive

Ownership of 
implementing 
agencies

High Low High

Financial 
management skills

Medium–high Low Low–medium

Leadership High Low High

Supervision High Low–medium High

Sustainability Medium–high Low–medium High
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provider is given an advance of Rs 20 000 to start providing services, and the funds are replenished 
regularly.

The five districts covered by this scheme have a population of about 10.5 million, of whom 43% live 
below the poverty line, with about 110 000 deliveries per year. During the first year of its implemen-
tation, the scheme covered 31 641 deliveries. Given the remoteness of villages in the five districts, 
it was difficult to attract and mobilize private providers. Of the 217 providers in the area, 133 (61%) 
have been networked, and each performed an average of 238 deliveries in one year. During this pe-
riod, institutional deliveries in the five districts increased from 38% to 59%, with no maternal deaths 
and 13 infant deaths, and 4.7% caesarean operations, which is much less than the average of 15% as-
sumed in the financial calculations. The conclusion from the scheme’s first year is that it contributed 
directly to a substantial improvement in access to institutional facilities for maternal care, particularly 
among families living below the poverty line. 

The experience of the five districts suggests that developing partnerships with the private sector 
depends directly on the management and planning skills of health department officials at various 
levels, including district. Adhering to the fundamental principles of decentralization and providing 
an enabling environment played a crucial role. Given the complexity of maternal health care and the 
geographical size of the five districts, the Government’s role in building capacity and providing an 
enabling environment was key. For example, the provision of advance payments and reimbursement 
at regular intervals and efforts to stimulate private providers to participate in the scheme have given it 
a significant impetus. At the same time, strengthening the management capability of district person-
nel by training them in negotiation, consultation and networking skills helped them to promote the 
scheme. Clear identification of prospective partners and development of their capacities was an im-
portant step. The Chiranjeevi scheme also nurtured trust between the public and private sectors and 
demonstrated the credibility of the partnerships, indicating that the experience could be replicated 
in other settings. 

3.2 Urban slum health care project, Andhra Pradesh 

The availability of primary health-care services, including sexual and reproductive health, is inad-
equate in most urban areas and is particularly limited among urban slum dwellers, for whom a public 
health infrastructure is almost non-existent. In many urban slums, the only health-care providers are 
private, and the poor experience financial barriers to sexual and reproductive health services. One 
consequence is that the poor use public sector tertiary care services for non-emergency or completed 
care, creating an overload of patients and driving up public health-care costs. 

In response to these pressures, the Government of Andhra Pradesh in 2000 initiated a scheme to 
provide basic primary health care and family welfare services to urban poor living in slums. The 
objective of the scheme was to provide sexual and reproductive health services by building up a 
primary health-care infrastructure through contracting out services to the private sector. The scheme 
focused on ways to improve the primary health-care infrastructure to ensure that the poor in urban 
slums have access to high-quality care and referral. The initial financial support for the project came 
from unspent funds from the Indian Population Programme (IPP VIII). The scheme was implemented 
in notified slums in 74 municipalities across the State by establishing 192 urban health centres. The 
primary health care and family welfare component of the RCH programme formed the basic service 
delivery package. An effective mechanism was developed to evaluate and monitor the performance 
of the agencies implementing the scheme, and an evaluation (17, 18) has shown effects on both out-
put and process indicators. 

The Department of Health and Family Welfare provides support for buildings, infrastructure and 
equipment to run the health centres, and the medicines and drugs required are obtained from district 
health offices. The State Government contracted out the management of all 192 urban health centres 
to local nongovernmental organizations, which were selected by a district committee, constituted 
specifically for this purpose, on the basis of expressions of interest or on a sole source basis. The State 
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Government provides supportive supervision in monitoring and implementation, which is decentral-
ized to district level. In order to ensure proper implementation of the scheme, the State Government 
prepared a comprehensive reference manual, defining the roles and responsibilities of all stakehold-
ers and the expected outcomes. A number of training programmes were organized to raise awareness 
about the scheme and the manual. 

The scheme covers about 3.05 million of the estimated 5.2 million slum dwellers in the State and has 
contributed to the attainment of several public health goals. For example, between March 2003 and 
March 2005, the institutional delivery rate increased from 88% to 94% in the target population. An 
analysis of the annual validation exercises of the urban health centres showed that about 24% quali-
fied as high performers in 2005, whereas by 2006 the percentage had increased to 42%. During the 
same period, the number of low performers decreased from 13% to 1%. The overall performance on 
key family welfare indicators of institutional delivery, reported infant mortality and maternal mortality 
was significantly improved. 

The experience of these 192 urban health centres suggests that developing partnerships with the 
private not-for-profit sector depends on the management and planning skills of officials in the health 
department. The State Government played a pivotal role in creating capacity to monitor and super-
vise the functioning of the centres even after contracting out responsibility for day to day operations 
to the private sector. The system for evaluating their performance put pressure on the contracted 
partners to excel.

This project was started with World Bank support, but the State has effectively managed the transition 
from a donor-funded project to a Government programme; decentralization and providing an ena-
bling environment again played a crucial role. This experience suggests that the non-State sector can 
play a greater role in the provision of services through contracting out measures. Furthermore, the 
scheme ensures community participation in the management of the urban health centres and places 
the identification of health priorities. Challenges remain, however, including the following:

 the need for effective strategies to involve nongovernmental organizations as partners in service 
delivery, financing and financial management; 

 the need to reform urban slum health centres to respond to the changing epidemiological 
scenario, refining the service mix to meet the population’s health needs; 

 examination of the incentive system for providers and managers, including developing the 
management capacity and competence of both partners; and 

 strengthening institutional processes in the Government, identifying prospective partners and 
developing their capacity to participate in public–private collaborations.

The scheme has advanced understanding of the implications of nurturing the trust and credibility of 
partnerships on the basis of performance measurement. Continuous efforts are needed to improve 
the number of high-performing agencies. The programme could gain by investing more in actions 
to create social capital and using more inclusive participatory management during its monitoring 
actions. This will require more delegation of authority, financial autonomy, faith in partners, account-
ability and capacity-strengthening. Besides monetary incentives, the scheme should find other, in-
novative ways to recognize nongovernmental organizations that perform well. 

3.3 Mother nongovernmental organization scheme, Government of India

Partnerships with nongovernmental organizations for delivering RCH services to un-served and un-
der-served regions is an important sponsored scheme of the national RCH programme in India. The 
partnership scheme involves a large number of contracts between the Government and nongovern-
mental organizations: as of April 2006, 215 mother nongovernmental organizations were working in 
324 districts. Three to four field organizations are attached to each mother organization in a district, 
providing a significant corollary effect to investment in the scheme. Expansion of this scheme to 611 
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districts is a current management challenge and various approaches are being tried to organize large 
numbers of small NGOs to facilitate the government. The creation of mother-NGOs for this purpose 
is one such approach. 

Under the mother nongovernmental organization scheme, projects are covered for three years. Funds 
for the programme are transferred from the Ministry of Health and Family Welfare to the state RCH 
society, which disburses the money to the district RCH society to support the activities of nongovern-
mental organizations through a mother NGO. Funds are made available for specific interventions, 
and the salary component of the budget is not expected to exceed 35% of the total. Depending on 
the number of field organizations and the nature of the proposed interventions, the mother organiza-
tions receive an annual support of Rs 0.5–1.5 million per district, of which they retain 20% to cover 
administrative and establishment costs, including capacity-building. The mother organizations can 
also receive non-recurring grants of Rs 150 000 towards the purchase of assets and Rs 100 000 for 
exigencies such as drugs, vaccines and contraceptives. Depending on the nature of the intervention, 
service nongovernmental organizations receive an annual allotment of Rs 1.0–1.5 million per com-
munity health centre or block. The mother nongovernmental organization enters into memoranda of 
understanding with the field organizations and provides funds to support their activities.

The specific interventions include: community needs assessments, information and education ac-
tivities, induction and in-service training for staff, community orientation, mass media campaigns, 
various types of camps, mother-and-child health clinics, purchase of family planning supplies, pur-
chase of essential drugs (according to a specified list) when Government supplies are not available, 
purchase of clinical equipment and consumables required for clinics and camps, setting up of depots, 
hiring space for clinics and meetings, travel and daily allowance for monitoring visits, transport of 
referrals, payment for documentation, relevant records, registers and formats, cost of follow-up of 
referred cases and administrative and contingency costs.

The observations below are based on a case study conducted in three states of India to investigate 
the following challenges to managing the mother nongovernmental organization scheme. This case 
study identified five key constraints to the effective use of mother NGOs:

 delay and uncertainty of funding and renewal of contracts; 

 inadequacy of partnership mechanisms in the scheme; 

 weak monitoring system; 

 capacity constraints in district and state health systems; and 

 procedural delays due to the complex structure, multiple points of authority and reporting 
requirements. 

The mother nongovernmental organization scheme was initiated as a centrally sponsored scheme 
within RCH I for the transfer of funds directly to implementing agencies. Centralization of the selec-
tion of nongovernmental organizations caused problems at several levels. Under RCH II, the scheme 
was decentralized to a certain extent, with greater involvement of states in selection and monitoring. 
Nevertheless, the transition of the scheme from RCH I to RCH II and the discontinuities arising from 
this transition had not yet been addressed effectively at the time of the case study. As a consequence, 
the ownership of the scheme at state level is incomplete, and it is still seen as centrally sponsored. 
Conflicts arise between state policies to promote public–private partnerships and the mother non-
governmental organization scheme, because the states lack the autonomy to involve such organiza-
tions. At many sites, the selection of nongovernmental organizations and scheme implementation are 
based on national guidelines, which do not take into account local capacity and other issues. All too 
often, the scheme does not provide scope for innovation or provide the flexibility to set up partner-
ships differently if the situation warrants it, particularly since the capacities of nongovernmental or-
ganizations vary considerably across regions. Fostering such relations might require more resources, 
and implementing the scheme in all 611 districts will be a major challenge. 
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Another observation was that the incentive structure in national health programmes, such as for HIV/
AIDS, and state incentives to promote public–private partnerships differ significantly from those in 
the mother nongovernmental organization scheme. For example, agencies such as state AIDS control 
societies are mandated to promote the involvement of nongovernmental organizations in health pro-
grammes and offer more attractive packages than in the mother scheme. State agencies sometimes 
compete to enrol the better agencies. Conflicts may arise, as the state agencies are actively involved 
in evaluating programmes with regard to the role of implementing agencies such as nongovernmental 
organizations. The scheme does not address these conflicts. The best way to address them would be 
to decentralize the programme to state level and to create a state policy for engagement with non-
governmental organizations in all health programmes (i.e. public–private partnerships policy guide-
lines). Central agencies could focus on providing technical advice, and state agencies could select 
nongovernmental organizations and approve budgets, with operational guidance from state level. 

The case study identified several instances in which local management considered that the central 
agency was micromanaging the scheme in the absence of adequate local capacity. For example, in 
most states, the position of state nongovernmental organization coordinator (responsible for monitor-
ing the scheme) is vacant. In states in which the position is filled, the incumbent is often an inad-
equately trained person, who nevertheless affects decision-making and implementation. There are 
significant gaps in communication and coordination of activities between the Government and the 
mother nongovernmental organizations. The central Government tends not to focus on developing 
and strengthening state-level capacity to promote public–private partnerships. States should imple-
ment the scheme, rather than being limited to operational management tasks, for which they are ill-
equipped, and the states should have ownership of the scheme. One lesson learnt from the mother 
nongovernmental organization scheme is the importance of the role of regional resource centres in 
coordination between state and district RCH societies and nongovernmental organizations, particu-
larly in strengthening their capacity. Developing the capacity of regional resource centres is essential 
for effective operation of the scheme.

One positive aspect of the RCH II is a better focus of the role of these regional resource centres in 
capacity-strengthening and advocacy. Earlier, the regional centres were involved in selecting non-
governmental organizations and monitoring field activities. The centres now focus more on creating 
an enabling environment and increasing the capacity of various stakeholders to foster public–private 
partnerships. Work is still required to address a number of systemic issues, such as setting up an ac-
countable, performance-oriented system, ensuring financial autonomy and decentralization, delegat-
ing authority, building trust, effective integration, managing discontinuities and fostering a true sense 
of partnership between the state and the non-state sector. The centre should play a catalytic role in 
creating a knowledge base in these areas and in helping the states to design and develop appropriate 
policies.

4. Discussion and lessons learnt

The key lessons that emerge from the three case studies on public–private partnerships relate to 
financing and provider payment systems, ownership and state-level policies, the capacity of dif-

ferent partners, financial management systems, incentives and leadership and supervision.

4.1 Financing and provider payment systems

The way in which the partnership scheme is financed plays an important role in its success. Three 
sources of financing emerged from the case studies: state, central and foreign assistance. 

The Chiranjeevi scheme in Gujarat was financed entirely from the State budget and responded to the 
perceived need of the State to tackle its high maternal mortality rate by involving private providers. 
One important element of the Gujarat scheme is that the State Government assumed direct respon-
sibility for managing financing and paying the providers, instead of working through intermediates, 
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such as insurance companies or specially created institutions. In order to limit delays in reimbursing 
providers, the State made advances to private providers and replenished this advance monthly. The 
capitation basis used for paying providers in the Chiranjeevi scheme has been used for the services 
of general practitioners under health insurance plans and managed care systems, but it is a major de-
parture from the existing provider payment system in government and the private sector. For example, 
private providers usually charge clients a fee for service (each unit of service being priced separately), 
whereas government doctors are paid a salary. Capitation payment is based on per delivery rather 
than on service units used for each delivery.

Time was needed to understand the new payment method and its financial implications. The State 
Government used professional bodies, such as obstetrics and gynaecology associations and non-gov-
ernment agencies, and a local management institute to design and implement the provider payment 
system as it did not have the capacity or competence to do so itself. Knowledge and capacity were 
institutionalized, however, as implementation progressed. Management of the administrative load of 
the new payment system was not difficult, as the Government decided from the beginning to simplify 
implementation of the scheme. For example, simple formats were used to keep the information load 
to a minimum, and detailed information was not requested from service units. In the policy context, 
the State already had several public–private partnerships in place, which facilitated cooperation with 
the necessary departments, such as finance and law, and provided experience with the risks generally 
faced in implementation of public–private partnerships. 

The Andhra Pradesh urban slum health care project was an initiative of the State Government to 
improve the primary health-care infrastructure in urban areas with unutilised funds from the World 
Bank-funded Indian Population Programme (VIII). Subsequently, the project activities were taken over 
by the State, which has demonstrated a commitment to carry the activities forward. Nongovernmental 
organizations are contracted out and paid on the basis of fixed programme activity charges. The pro-
gramme has developed an effective system for categorizing the centres according to their perform-
ance using selected key indicators and continues to support only high-performance centres.

The mother nongovernmental organization scheme was funded by the RCH programme of the 
Government of India. Although the creation of an intermediary mother non-governmental organiza-
tion may have facilitated the state’s disbursement of funds, it did not assist in resolving local contrac-
tual difficulties. Most nongovernmental organizations have inadequate capacity to negotiate con-
tracts. It is therefore difficult for these implementing agencies to formulate and finalise a large number 
of contracts and to cope with financing and contracting. Dependence on central funds creates its 
own risks; for example, no funding was available for one full year during the programme transition 
from RCH I to RCH II.

4.2 Ownership and state-level policies

Ownership plays an important role in fostering partnerships and contributes to implementation. The 
Chiranjeevi scheme in Gujarat and the urban health centre scheme in Andhra Pradesh were initi-
ated by the respective state governments, while the mother nongovernmental organization scheme 
is a national programme. The case studies showed clearly that a sense of ownership and a desire 
to ensure the success of the activity were strong in the first two schemes, whereas the mother non-
governmental organization scheme involves a tripartite relation between the national Government, 
state governments and nongovernmental organizations. In this complex network, state governments 
have a weakened sense of ownership because they have a less central role, and state governments 
and the implementing agencies view the programme as centrally driven. Although under RCH II the 
involvement of state governments and delegation of power improved significantly, state officials have 
remained passive implementers. As a result, implementation was hampered. 

In that scheme, conflicts were found between state policies to promote public–private partnerships 
and central policies, because of the lack of autonomy of the states for involving private providers. 
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Implementation of the mother non-governmental scheme is based on national guidelines, with no 
consideration of local capacity and other issues specific to the state level. In addition, state polices 
to promote public–private partnerships are at variance with central schemes. For example, states 
endeavour to follow the central guidelines for the mother nongovernmental organization, but with 
varying degrees of success and enthusiasm. The scheme does not provide scope for innovations or 
the flexibility to develop partnerships differently if required. 

The capacity of the private sector varies considerably across regions, but central schemes do not take 
into account aspects of heterogeneity, versatility and malleability. Implementing central schemes re-
quires vast resources, which are difficult to arrange. The case studies suggest that ownership should 
be created at the level of responsibility for implementation, i.e. state and district. Schemes that are run 
from the centre have experienced difficulties in generating local ownership. 

4.3 Capacity of different partners

The three case studies provide a basis for understanding the dynamics of improving service delivery 
in the non-state sector. Clearly, different types of public–private partnerships require different sets 
of managerial skills. For example, managing a performance-based payment contract (such as in the 
Chiranjeevi scheme) is different from managing contracts based on fixed programme activity fees 
(such as in the urban slum health centre scheme). The critical determinant in both cases is the capac-
ity of the government and the non-state sector to design, implement and monitor contracts.

Table 4 summarizes the key competences and skills needed for different types of contractual rela-
tions. The capacity of both the partners and the broader social, economic and political environment 
governs the success or failure of contract implementation.

Sector Scheme Phases of partnership development

Design Implementation Monitoring

State Chiranjeevi • Strategic planning and 
environment scanning

• Creativity

• Analytical

• Consultative, 
negotiations, 
motivating

• Support from other 
departments

• Consultative, 
negotiation 

• Contract management

• Communication

• Community 
orientation 

• Project management 

• Supervision and 
monitoring

• Analytical

• Reporting process 
with performance 
orientation

• Conflict 
management

Urban slum 
health centre 

• Transition management

• Strategic planning 

• Analytical

• Consultative 

• Coordination

• Networking and 
motivating

• Performance 
management

• Indicators of 
performance

• Conflict 
management and 
ability to solve 
problems

• Analytical

Table 4. Key competences and skills required for partnerships
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Sector Scheme Phases of partnership development

Design Implementation Monitoring

Mother non-
governmental 
organization 

• Strategic planning and 
identifying districts 
with high potential 

• Networking

• Institutional and 
linkage management 

• Creativity

• Coordination

• Managing large 
systems 

• Effective management 
information system

• Analytical

• Networking and 
linkage management

• Capacity-
strengthening

• Management 
information 
system and 
processing of 
reports

• Performance 
management and 
governance

Non-
state

Chiranjeevi • Financial management 
and understanding 
provider payment 
implications

• Negotiations

• Ability to work through 
association

• Partnership orientation

• Human resource 
planning and 
management

• Cost and funds 
management

• Supervision

• Community 
orientation

• Managing quality

• Analysis and 
understanding 
cost implications

• Conflict 
management

• Reporting and 
performance 
management

Urban slum 
health centre

• Project preparation

• Community need and 
strategic planning

• Creativity

• Consultative, 
negotiations, 
motivating

• Planning for activities 
with budget 

• Human resource 
planning and 
management

• Performance 
management and 
taking corrective 
actions

• Managing 
performance 
as per agreed 
indicators

• Conflict 
management

• Reporting

Mother non-
governmental 
organization 

• Project preparation

• Networking

• Creativity

• Analytical

• Consultative, 
negotiations, 
motivating

• Managing networks 
and coordination

• Managing multiple 
projects

• Community linkages

• Technical knowledge

• Advocacy

• Leadership and 
supervision 

• Maintaining 
and reporting 
management 
information on 
large number of 
indicators

• Identifying 
weak links in 
performance

Government capacity
The capacity of both the central and state governments to design, implement and monitor contracts 
affects the success of a scheme. The central Government depends on states for implementation of 
centrally sponsored schemes. Government implementation requires strategic orientation and a good 
idea of the micro-environment within which the partnership is to be set up. For example, in the 
Chiranjeevi scheme, private providers had to be mapped, and a large number of stakeholders had to 
be consulted. Creativity and analytical skills emerged as components that influenced scheme design 
and development. 



16

Management of the centrally sponsored mother nongovernmental organization scheme required ex-
tensive coordination among different agencies and levels of the bureaucracy. This was particularly an 
issue when decision-making required the participation of officers at different levels. Managers need 
strong consultative and negotiation skills to address the trade-offs and coordination mechanisms that 
are required to avoid or resolve conflicts. The case study showed that the capacity of the scheme 
for financial management, information collection and monitoring, analysis and contracting-out were 
inadequate. In general, the limited capacity of officials to contract-out hindered operation of the 
scheme. In some cases, management was simply not available, e.g. the position of nongovernmental 
organization coordinator was vacant in many states. Limited capacity was also observed for monitor-
ing and reporting on the schemes. 

Inter-sectoral links were essential for the implementation of each scheme reviewed in the case stud-
ies. Support from various stakeholders, such as a department of finance, for addressing various cross-
cutting issues was essential; and the involvement of Anganwadi workers who are employed under 
the Integrated Child Development Services programme of the government. The involvement of these 
workers n the Chiranjeevi scheme in Gujarat was identified as critical to the success of the pro-
gramme. Support is also required for integration with other local and community initiatives. It is 
important that the political leadership be supportive and committed to the creation of public–private 
partnerships, while avoiding direct interference in operations. Where these links were weak, partner-
ships experienced difficulties, such as delays in decision-making, higher risks, resultant higher con-
tracting-out prices and less-than-satisfactory performance.

Non-state sector capacity
Non-state sector capacity and competence are also crucial for successful public–private partnerships, 
including an organizational structure that facilitates engagement with the state. The non-state sector, 
both for profit and not-for-profit, has grown but has remained largely disorganized and unaffected 
by existing regulatory measures. There are an estimated 100 000 nongovernmental organizations 
(19) and many for-profit private providers in India today. Implementing a performance-based system 
sometimes creates conflicts, and the non-state sector needs competence to introduce a new form 
of payment effectively, partly to manage the initial financial pressures that can arise. Some types of 
provider payment systems are relatively new and hence can create confusion. For example, provid-
ers in the Chiranjeevi scheme still find it difficult to understand the implications of the capitation 
payment system. The ability to manage costs and human resources was important for the success of 
the schemes analysed here. In the urban health centre scheme, providers learned to develop good 
budgeting plans and fiscal control during operations. 

Conflicts can also arise in the way in which the government interprets performance, and the non-
state sector needs analytical skills to negotiate effectively from an evidence-based position in such 
discussions. Lack of transparency and accountability in both government and nongovernmental or-
ganizations affects trust in a relationship and can undermine the work of credible providers. While 
one rationale for contracting out is the failure of the Government to provide services effectively (18), 
the transparency and accountability of nongovernmental organizations and private sector partners 
are also critical in demonstrating their added value in expanding access to sexual and reproductive 
health services. Monitoring and performance evaluation, therefore, are priorities, and the capacity of 
non-state agencies in these areas requires strengthening.

Another area for capacity development in the non-state sector is in preparing projects. For example, 
a review by the International HIV/AIDS Alliance in August and September 2002 of the participation 
of nongovernmental HIV organizations in six projects within the Global Fund for AIDS, Tuberculosis 
and Malaria showed that many proposals were prepared in haste, raising concern about the involve-
ment of nongovernmental organizations and the quality of proposals. The same review recommend-
ed that the issues to be addressed in relation to nongovernmental organization involvement include 
lack of access to information, limited involvement in decision-making, weak networks and the need 
to ensure effective funding disbursement to civil society. 
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A well-planned partnership initiative should incorporate the perspectives of both sectors while also 
developing an appropriate incentive system to distinguish between public interest and the profit 
motive. The partnership terms and selection process should ensure that non-state providers with 
adequate systems are involved in implementation. The case studies showed that this requires con-
tinuous vigilance and should not be a one-time effort. For example, the Andhra Pradesh scheme 
demonstrated that a good evaluation system and regular monitoring place considerable pressure on 
private providers to excel and improve their performance. The screening system developed in the 
Chiranjeevi scheme in Gujarat ensured that private providers with appropriate qualifications and 
physical infrastructure were involved in the scheme.

4.4 Financial management systems

Fiscal management of the different schemes involves several elements, including review and approval 
of work plans, creation of fund flow mechanisms, clarification of financial powers and delegation, an 
appropriate financial accounting system and internal controls to ensure that funds are effectively used 
for the programme objectives, and financial reporting that includes management reporting, auditing 
and accountability. Each element is important, because lack of coordination among agencies in meet-
ing financial management requirements can result in delays in disbursing funds. 

The Chiranjeevi scheme in Gujarat is a good example of how effective development of these proce-
dures has a strong influence on overall success. The payment system in this scheme is based on capi-
tation fees, in which a financial flow mechanism was designed to pay an advance to providers to start 
providing services. The scheme has developed an appropriate monitoring system, and public health 
workers identify the cases and ensure referral. On the basis of the number of deliveries, accounts 
are settled with the district health authority every month, and performance is reviewed periodically. 
Financial powers have been defined clearly and have been decentralized. Auxiliary nurse midwives 
and health officials monitor the use of services and the targeting of beneficiaries. Financial and per-
formance reports are prepared by the district management unit and reviewed each month. During its 
pilot phase, the Chiranjeevi scheme has not experienced any notable delay in fund disbursement.

In contrast, the mother nongovernmental organization scheme has poor financial management pro-
cedures, which have a negative effect on the scheme’s operations and impact. In this scheme, all 
funds are transferred to the state RCH society by the Ministry of Health and Family Welfare, and the 
state RCH society disburses the money to the district RCH society for the activities of the nongovern-
mental organizations participating in the scheme. Delays in disbursement of funds were common-
place: during 2004–2005, the scheme suffered from delays in the release of funds from the state RCH 
society and discontinuity of funding. Lack of ownership of the scheme by state health departments 
further compounded the funding delays. 

The Andhra Pradesh urban slum health centre scheme has a different financial management system 
from the other two case studies, which has an uneven track record. In this case, the State transfers 
funds to the district in a joint account managed by the district medical and health officer and the 
district collector. Funds are released to urban slum health centres quarterly, through the participating 
nongovernmental organization, into a bank account jointly operated by the project coordinator and 
another senior representative of the organization. The accounts of the urban health centres are audited 
half-yearly. Some delays in the flow of funds have been observed, principally in government budget 
approval. Delays can occur at the district collectors’ offices, owing to their workload. Nevertheless, 
de-linking fund disbursement from the collector’s office might result in removal of ownership from 
the district administration. Another reason for delay occurs in the submission of certificates of fund 
use by the implementing agency and by the respective urban health centres. In one instance, finaliza-
tion of accounts at State level was held up for three consecutive years for want of the required reports. 
In this scheme, although bank accounts were created, delays in disbursement of funds were observed 
for three reasons: delays in the release of funds from the State treasury, delays in the release of funds 
from the district collector’s office to the urban health centre, and delays in submission of fund utiliza-
tion certificates by the participating nongovernmental organizations.
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4.5 Incentives

Public–private partnership initiatives require financial and other support from the government, for 
which an appropriate incentive structure is needed. The design of delivery systems and incentive 
structures depends on understanding and assessing how risks are shared and allocated among stake-
holders.

Results from a simulation study (20) of the Chiranjeevi scheme suggests that private providers’ aver-
age revenue would be lower if they had not participated in the scheme. The results further suggested 
that revenue distribution in the absence of the scheme was scattered asymmetrically, indicating a 
significant risk for the provider; by joining the Chiranjeevi scheme, the overall risk of providers is 
reduced. Furthermore, the increased volume of services in the scheme spread the fixed cost of the 
provider and increased overall revenue. As the provider is paid an advance for services under the 
scheme, there are no bureaucratic delays in payment. The scheme includes disincentives for unnec-
essary caesarian sections, resulting in larger indirect benefits from the health system. The incentive 
structure and payment package are based on cost assumptions arrived at after consultation with 
obstetrics and gynaecology societies and including factors such as affordability at both Government 
and user level. The incentive structure does not, however, recognize the geographical diversity of the 
region and districts. 

The financial package used in the Andhra Pradesh urban slum health centre scheme was finalized 
during conceptualization of the scheme, and staff salaries were fixed on the basis of the prevailing 
market rates at that time. There has been no revision of the financial package since and no adjustment 
for inflation. Nevertheless, the demand for services has increased, resulting in an increase in the serv-
ice load on nongovernmental organizations. Because of the contractual appointments of the staff and 
the annual validation of the nongovernmental organizations, there is constant pressure on the urban 
slum health centres to perform. The scope of their work has also increased because of requests from 
district medical and health officers for participation of the staff in national health programmes and 
emergencies. The combined effect of increased responsibility and frozen salaries represents a major 
challenge for retaining motivated, qualified medical professionals in the urban slum health centres. 
In addition, changes in the macro-economy of the State offer other, more lucrative opportunities, as 
Andhra Pradesh has emerged as an important hub of information technology in India. In addition, the 
financial support received by the urban health centres does not cover the administrative expenses of 
the nongovernmental organizations managing them; some of the key administrative positions, such 
as project coordinator, are not adequately budgeted for, and the incumbents are expected to work 
on a voluntary basis. This has implications for the work of nongovernmental organizations in remote 
areas.

In general, the incentive structures vary across the schemes, and there is no unified approach or poli-
cy at central or state level. For example, agencies such as state AIDS control societies are mandated to 
promote the involvement of nongovernmental organizations; however, attractive financial packages 
draw nongovernmental organizations into particular state and national schemes. The attractiveness 
of a financial package is, however, no indication of effectiveness, as shown in Table 5, which gives 
the experiences in the three schemes. The per capita expenditure in the mother nongovernmental 
organization scheme is Rs 30 whereas it is Rs 15 in the Andhra Pradesh urban slum health centre 
scheme. The government expenditure in the Chiranjeevi scheme is Rs 1795 per delivery. In other 
national health programmes such as HIV/AIDS, the per capita expense budget in targeted interven-
tions is Rs 1782. All the nongovernmental organizations contacted during the study observed that 
both the Andhra Pradesh and mother non-governmental schemes were having difficulty in sustaining 
their activities. While the mother scheme has some flexibility in the use of funds, non-governmental 
organizations in the Andhra Pradesh scheme have suffered under strict guidelines and less flexibility, 
thereby finding it difficult to innovate and meet challenges. Nevertheless, nongovernmental organiza-
tions still participate in these programmes in order to gain access to other government- and donor-
funded programmes.
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Uneven funding of programmes in the health sector in general has significant implications for the 
participation of nongovernmental organizations and private providers in partnerships. Each has a 
limited capacity to implement programmes, and their desire to be present in multiple areas and 
projects fragments their efforts, affecting performance. It also results in the hiring of inadequately 
skilled human resources, with frequent staff turnover. Documentation of programme performance 
remains inadequate, and implementing agencies face problems in coordinating activities within their 
organizations. 

Scheme aspect
Public–private partnership intervention

Chiranjeevi scheme Andhra Pradesh urban 
slum health centre

Mother nongovernmental 
organization scheme

Target group Families living below 
the poverty line

Urban slum population

Adolescent girls, self-help 
groups

Integrated child 
development scheme 
workers

Eligible couples, adolescent 
boys and girls, involvement of 
males

Coverage Five districts (now 
entire State)

18 750 community 
members per urban 
health centre

10 000 persons per field 
nongovernmental organization

Services provided Maternal delivery Promotion of RCH 
services and behaviour 
change communication 
activities

Mother and child health

Family planning services

Adolescent reproductive 
health

Prevention and management 
of reproductive tract infections

Average annual 
support

Depends on number 
of cases

Rs 280 000 Rs 300 000

Programme cost Included in financial 
package

Rs 280 000 Rs 240 000

Administrative 
costs of provider

Included in financial 
package

Nil Rs 60 000 (20%)

Cost per delivery 
or average annual 
cost (per person)

Rs 1795 Rs 15 Rs 30

Table 5. Financial packages of public–private partnerships

Costing and coverage of field nongovernmental organizations based on mother nongovernmental organization guidebook, 
Government of India Ministry of Health and Family Welfare; costing and coverage of urban health centres based on the 
reference manual for the project by the Commissionerate of Family Welfare, Andhra Pradesh.

4.6 Leadership and supervision

The Chiranjeevi scheme in Gujarat was implemented under the direct supervision of the State 
Commissioner, Health and Family Welfare. In Andhra Pradesh, an attempt was made to institutional-
ize monitoring and leadership by district health authorities. The mother nongovernmental organiza-
tion scheme suffers from a lack of strong leadership, partly due to lack of ownership at the state level 
for this centrally funded scheme. As it is a national scheme, it is a challenge to implement it with 
equal effectiveness in all 611 districts. District health authorities lack the necessary skills for working 
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with the nongovernmental organizations that are implementing the scheme, and the system lacks an 
enabling structure and communication system. Observations in the field suggest that these roles can-
not be carried out effectively unless health officials are given flexibility in decision-making, autonomy 
and empowerment. While individual leadership can bring initial success to a scheme, an institutional 
structure to foster leadership and supportive supervision is more likely to ensure a sustained effort. 
The studies also suggest that autonomy in decision-making is likely to ensure commitment to the 
scheme. For example, district health officials have little autonomy and flexibility in decision-making, 
and their role remains regulatory, since they follow a mechanistic system of decision-making and 
observe strict hierarchies.

Supervision of a scheme involving a large number of stakeholders must be strong to ensure good 
results. In the Chiranjeevi scheme in Gujarat and in the urban slum health centre scheme in Andhra 
Pradesh, supervision was entrusted to the district health authority. The mother nongovernmental 
organization scheme has devised a structure of supervision whereby the mother organization super-
vises those in the field. Regional resource centres were created to strengthen capacity and monitor 
the activities of the mother organization, and these in turn were supervised by an apex resource cell 
at central level. In regional resource centres, it was difficult to combine capacity strengthening with 
monitoring, and the centres thus remained ineffective. As a result, in RCH II, the role of regional re-
source centres has been focused on capacity-strengthening.

We observed that when local government agencies, such as district health authorities, assume the 
role of facilitator and supervisor, the quality of monitoring and results of the scheme is better. This sys-
tem must, however, be replicated, to avoid the moral hazards of corruption and fraud, by constituting 
guidelines and quality control checks by a competent health authority. A person made responsible for 
the scheme, like the ‘regional coordinator‘ in the case of the Andhra Pradesh scheme, could play an 
effective supervisory role. In Andhra Pradesh, the six regional coordinators were chosen from among 
persons with adequate experience in working with the Government health system and with a public 
health orientation. 

In order to ensure the sustainability of a scheme, there must be adequate decentralization to the dis-
trict level. Autonomy and proper guidance are critical to implementation. It is inevitable that mistakes 
will be made in implementing schemes, for example, in the selection of providers and in targeting 
beneficiaries. Central and state governments should provide supportive supervision, including revis-
ing or refining guidelines, strengthening capacity and providing technical support as required during 
scheme implementation. To ensure that experience is used to strengthen implementation, the system 
must address structural rigidity, discontinuities and mechanical decision-making.

5. Implications for policy

The three case studies involving the non-state sector in achieving public health objectives have key 
implications for policy-makers.

5.1 Sequencing of programme components

Partnerships involve a number of programme components. The case studies provide insights into how 
different implementing agencies have addressed some of these components. A phased, step-wise 
approach to implementing schemes with regard to scale, scope or regional coverage appeared to 
be appropriate in the partnership setting. Both the Chiranjeevi scheme and the mother scheme were 
initiated in phases; although the Andhra Pradesh project was initiated in all 74 municipalities at the 
same time, the scheme initially focused on preventive and promotion aspects of family welfare. After 
the success of the initiative, the State Government decided to upgrade the urban slum health centres 
to allow them to provide comprehensive primary health care, to address the changing epidemiologi-
cal profile of the urban population.
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In the Chiranjeevi scheme, basic quality standards were ensured by initial screening of applicants in 
order to verify their accreditation or credentials and the quality of their physical infrastructure. The 
intial challenge, however, was to attract and mobilize private providers in remote areas to join the 
network and at the same time to motivate the population to avail themselves of the services of private 
providers. Therefore, in our view, the Government would have found it difficult to insist on all of the 
quality indicators (input, process and output) during the initial phase of the scheme. This view might 
challenge that of health programme implementers and development partners, who require that all 
programme issues be addressed at the same time. Setting priorities among the issues to be addressed 
and sequencing actions are, however, critical for programme success in public–private partnerships.

5.2 Creating a sense of ownership

The success of any social programme in India depends on integration and strong ownership at the 
state level. Creating a sense of ownership among state and district health officials for a scheme initi-
ated by the central Government requires the involvement of state officials in implementation of the 
scheme. Clarification of roles and delegation of authority are essential for instituting ownership in 
a large-scale programme, and communication must be two-way. Both formal written communica-
tion and informal channels of communication and networking are needed among the various health 
officials. Understanding stakeholder perspectives through formal and informal forums is essential. 
Stakeholder consultations without follow-up action can affect the sense of ownership, as the people 
involved lose confidence in the initiatives and commitment to the partnership. This situation also 
indicates lack of autonomy and capacity, which makes such consultations futile. 

5.3 Role of pilot projects

The Chiranjeevi scheme was launched as a one-year pilot project in five districts, followed by scal-
ing-up to the entire State. The mother nongovernmental organization scheme was also launched in 
phases, although not in a pilot approach. The Andhra Pradesh urban sum health care project was 
launched immediately throughout the State. Experience suggests that, when the risks are high, the 
pilot approach is most appropriate for testing an initiative. The pilot approach allows “learning by 
doing” before more widespread implementation. It also allows policy-makers to test alternative strat-
egies and to meet implementation challenge and issues in scaling-up. The pilot approach provides 
lessons with regard to technical design and implementation that can be used in further implementa-
tion and in refining the initiative. In scaling-up pilot projects, account must be taken of the difficulty 
in replicating the intense support that is available during a pilot phase.

5.4 Role of information

Performance-linked indicators and information on these indicators are essential for the information 
management that is so important for the success of any public–private partnership scheme. The urban 
slum health centre case study suggests that using this information to categorize high-performance 
centres improved the performance of poorly performing centres. The Chiranjeevi scheme, based on 
a capitation fee, had fewer information requirements in the initial stages of implementation, but these 
will increase as the scheme focuses on the quality of care. In many settings, the existing mechanisms 
to analyse and process data for effective decision-making are inadequate, and significant effort is 
required to develop capacity. 

Public–private partnerships use public money and are hence subject to continual scrutiny. Open 
and transparent sharing of information is sometimes difficult. For example, there is anecdotal evi-
dence that persons who were not living below the poverty line were using the Chiranjeevi scheme 
in Gujarat. Suggestions for overcoming such situations, such as displaying the names of persons who 
used the scheme at each private facility, met with some resistance. Similarly, information on the cost 
of providers is not available. The implementing agencies need an effective data management system 
for knowledge creation and information assimilation and dissemination. Third party external institu-
tions might be involved in data collection and analysis (e.g. universities). 
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5.5 Monitoring outcomes

Performance-based reporting and evaluation are needed when financial allocations and expenditures 
are linked to activities and to output indicators of the activities. Although the second phase of the 
mother nongovernmental organization scheme developed a specific output indicator for each inter-
vention, proper implementation and follow-up required closer attention. The Andhra Pradesh project 
developed a performance-based monitoring system whereby nongovernmental organizations are 
graded on their performance. Performance-based systems cannot be used in all schemes, however, 
as all activities cannot be linked with directly measurable outputs and outcomes, nor is this always 
feasible on an annual basis. 

The Chiranjeevi scheme in Gujarat has kept output monitoring simple, and easy-to-report indicators 
were used in the first phase of implementation. The timing and frequency of the reports is realistic 
and is linked to the replenishment of funds for providers. 

Effective guidelines and regulations are needed to address the predatory behaviour of some stake-
holders. Monitoring should be institutionalized in order to detect fraud and improper reporting, by 
linking the transfer of funds to performance indicators. A time-bound mechanism is needed, with 
defined responsibilities for selection, appraisal and release of funds, to ensure proper implementation 
of the programme. With better technology, the programme could benefit from electronic transfer 
of funds to ensure their timely disbursement. The accountability of nongovernmental organizations 
regarding fund use and achieving the scheme objectives must be assured. In order that results be 
delivered, the implementation agency must enter into contracts with private parties to involve them 
in planning and decision-making. Strengthening institutional mechanisms to disseminate information 
about good practices is a key priority. 

6. Summary and conclusions

Strengthening management capacity at both state and non-state level in public–private partner-
ships is an effective, important priority for the RCH programme in India. Central and state govern-

ments are exploring the use of public–private partnerships to handle the complexity of delivery the 
RCH programme, which involves social, cultural and economic factors. 

In this document, we have synthesized the lessons learnt from the three case studies of public–private 
partnerships in RCH. The analysis of these case studies generated the following cross-cutting conclu-
sions.

The policy context of the state plays a critical role in building public–private 
partnerships. 

Developing linkages helps in addressing issues that require intersectoral collaboration, including stake-
holders such as departments of finance. These links are essential to the success of the programme, 
and their support is vital for initiating schemes and integrating them with other local and community 
initiatives. When private providers have not previously been involved in health programmes, a policy 
framework may be needed, with pilot studies of the public–private partnership in order to gain ex-
perience and create context. Areas in which institutions are weak, such as mental health, might first 
have to be strengthened. 

State governments should develop appropriate management capacity for both 
organizational procedures and health officials. 

In principle, a gap analysis should be conducted at the beginning of any public–private partnership to 
identify capacity-building needs for conceptualizing, developing, structuring, managing and monitor-
ing the scheme. The case studies suggest that programme managers can learn to identify such gaps 
as they gain experience in implementation and in interaction with communities and private sector 
organizations. The government must address any gaps, as the capacity of officials such as district and 
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block medical officers can be critical. Government has a catalytic role at the commissionerate, di-
rectorate or department level in creating opportunities for capacity-strengthening. The private sector 
also has gaps in competence and requires support for strengthening capacity. Capacity-strengthening 
should be addressed at different levels and not by micro-monitoring programme implementation as 
was happening in the mother nongovernmental organization scheme.

Many public–private partnerships are not sustainable on the basis of fees paid by the 
users of services alone. 

Public–private partnerships require financial and other support from the government, for which an 
appropriate incentive structure is needed. This hinges on an assessment of how the risks are to be 
shared among stakeholders. The incentive structure should be based on reasonable cost assumptions, 
taking into account factors such as affordability at both government and user level. Public–private 
partnerships in the health sector, particularly in service delivery, add complexity because of the need 
to ensure quality of care, health equity and sustainability. Usually, it is impossible to specify the serv-
ices and resources required, creating additional risks, which policy-makers must clearly understand 
and assess. The management of partnerships is a challenge, and governments need mechanisms to 
ensure continuity of services in case of disruptions.

Health departments usually have inadequate capacity to set up and manage contracts 
for public–private partnerships. 

The mechanisms for strengthening manager capacity in public–private partnerships for both parties 
are generally inadequate. In India, private providers do not receive the necessary training within 
national health programmes. Technical support to address managerial challenges is provided by aca-
demic institutions and other resource centres hired for projects. There is a need to develop a re-
source network for continuous skill development/mentoring, for example through continuous training 
grants. 

Initiating a scheme and managing any discontinuities arising during implementation 
are integral parts of public–private partnerships. 

The Andhra Pradesh scheme showed that it is possible to change an initiative from a donor-led 
scheme to a government-owned scheme. The mother nongovernmental organization, however, could 
not deal with the discontinuity arising between the two phases of the programme and continues to 
lag in performance. Ownership of the scheme at state level plays a critical role. 

Conflicts can arise between state policies to promote public–private partnerships and 
central policies. 

Such conflicts arise because of lack of state autonomy to involve private providers in implementing 
central schemes or because of budget guidelines. Implementation of central schemes is based on 
national guidelines, without consideration of local capacity and other issues at state level. In addi-
tion, state polices to promote public–private partnerships can be at variance with central schemes. 
This can be a problem if the scheme does not allow scope for innovation and flexibility to develop 
partnerships differently if necessary. The capacity of the private sector varies considerably across 
regions. 

The incentive structures within public–private partnerships vary, and a unified 
approach or policy guidance is needed to harmonize collaboration with the private 
sector at both central and state level. 

Agencies such as state AIDS control societies are mandated to promote involvement of the non-state 
sector in their interventions and to offer competitive financial packages that often draw the private 
sector away from engaging with other health programmes, such as the RCH programme. An attrac-
tive financial package is, however, no indication of effectiveness. As state programmes allow better 
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ownership and monitoring, the performance of state and central programmes differs. Conflicts may 
also arise when state agencies are involved in evaluating programmes and deciding on the role of 
private providers. 

Experience with public–private partnerships in the Indian health sector is increasing, and the lessons 
learnt from these initiatives give interesting insights into processes, outcomes and challenges. The 
results from these case studies has suggested many of the strengths and challenges of contracting-
out RCH services to the private sector in India. Nurturing such nascent initiatives will require time 
and effort, and we should use the experience to develop appropriate frameworks for the future. 
Identification of the capacity and competence required for designing, delivering and monitoring is 
important, and the results should be incorporated into strategies. Capacity-strengthening strategies 
should be offered to both state and non-state sectors. Various mechanisms can be utilized, including 
study tours, toolkits and guidelines on various aspects of partnerships and an effective mentorship 
programme should be established to help persons interested in developing partnership programmes.
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