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MESSAGE

 Performance based incentives are a proven way to encourage productivity, 
increase efficiency and boost growth in any system. Conditionalities under National 
Health Mission in India were introduced with a similar rationale. The aim is to instill a 
sense of healthy competition amongst the states and stimulate better health outcomes 
across the country. Keeping this aspect in mind, we have increased the NHM funds for 
performance linked conditionalities from 10% to 20% of the resource envelope.

2. The pools under NHM have been so designed that funds from high focus states 
do not go to better performing states and do not disturb the equity in fund distribution.

3. The conditionalities have been made objective, verifiable and capable of driving 
health sector performance and reforms. Based on the importance and urgency, we had 
assigned various weightages to the different indicators which have been included in the 
conditionalities framework. Level of immunization is taken as a prerequisite for states to 
be eligible for any incentive with in-built flexibilities for EAG, Union Territories and Hilly 
states to provide a level playing field.

4. I have encouraged all the States to actively participate in the exercise for 
improved health outcomes and enhanced financial support. I am positive that improved 
performance on these conditionalities will not only help the States/UTs achieve their 
targets but will also facilitate in strengthening their respective health systems leading 
to achievement of the Sustainable Development Goals and the NHP 2017 targets, and 
overall development of the country.

(Dr. Harsh Vardhan)
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lans'k

 foxr 15 o"kksZa esa izxfr dks vk;ke nsus okys vkB lglzkCnh fodkl y{;ksa ds ckn 17 lrr~ fodkl y{;ksa dks 

ljdkjksa }kjk la;qDr jk"Vª egklHkk esa flracj] 2015 esa vaxhd`r fd;k x;kA lRkr~ fodkl y{; dk laca/k ^^losZ 

HkoUrq lqf[ku% losZ lUrq fujke;** ds Hkkjrh; n'kZu ls gS] ftldk rkRi;Z gS fd LokLF; ek= ,d y{; ugha gS] 

vfirq fodkl ifj.kkeksa ds fy, Hkh egRoiw.kZ gSA mPp xq.koÙkk okyh LokLF; iz.kkyh og iz.kkyh gS] tks fdlh fn;s 

x;s lanHkZ esa LokLF; lsok iznkuxh dks vuqdwyre djs vkSj tks LokLF; ifj.kkeksa esa o`n~f/k djs vFkok mls cuk;s j[ksa 

vkSj ftl ij lHkh yksxksa dk fo'okl vkSj eku cuk jgs rFkk yksxksa dh cnyrh t:jrksa ds vuqlkj izfrfØ;k dj 

ldsA 

 jk"Vªh; LokLF; fe'ku ds varxZr fu"iknu ls tqM+h 'krksZa dk mn~ns'; iSekb'k dh laLd`fr dk Hkko tkx`r 

djuk gS] ftudk lkaLFkkuhdj.k iz.kkfy;ksa ds lqn`<+hdj.k ds ek/;e ls gh fd;k tk ldrk gSA ifj.kkeksa ds 

vk/kkjHkwr laforj.k ls fuxjkuh iz.kkyh dh egÙkk c<+rh gS] vkadM+k laxzg.k vf/kd Bhd] le;c) vkSj lkFkZd 

gksrk gSA leqfpr :i esa fMtkbu djus ij ;g Hkfo"; esa vkus okyh pqukSfr;ksa ls fuiVus ds fy, ljdkj dh 

{kerk dks vf/kd et+cwr djus vkSj mls csgrj fLFkfr esa ykus esa leFkZdkjh gksxkA uhfr vk;ksx }kjk tkjh dh xbZ 

^^LoLFk jkT;] izxfr'khy Hkkjr^^ fjiksVZ us Hkkjr ds izR;sd jkT; esa LokLF; lqfo/kk dsaUnzksa }kjk miyC/k djkbZ xbZ 

ifjp;kZ dh xq.koÙkk rFkk dojst dk fu/kkZj.k djus esa mYys[kuh; ;ksxnku fn;k gSA vr% vU; jkT;ksa esa rsth ls 

c<+rs gq, lQy dk;Zdykiksa rFkk mUgsa izkjaHk djus ds laca/k esa tkudkjh nsus ds fy, ;g fjiksVZ lk{; ds ,d 

vk/kkj ds :i esa dk;Z dj jgh gSA

 esjk fo'okl gS fd dk;Z fu"iknu ls tqM+h fLFkfr;ka jkT;ksa ds muds LokLF; ifj.kkeksa esa lq/kkj ykus dh 

leL;k esa lg;ksxh ,oa izfrLi/khZ la?kokn dh Hkkouk ls vkxs ys tkus esa lgk;rk djsaxhA ;g mfpr gS fd ,d jk"Vª 

ds :i esa ge viuh oSKkfud izfrHkkvksa }kjk lefiZr uhfr'kkL= ds ikjaifjd ekWM~Yl esa viuh 'kfDr dks Lohdkj 

djsa] rkfd ge ,sls izxkeh LokLF; ifj.kkeksa dks i;kZIr :i esa izHkkfor djus ds fy, vPNs ladYi ys ldsa vkSj 

Hkkjr dks HkfOk"; esa fo'o xq: cuus esa Åaph Nykax yxkus ds fy, rS;kj dj ldsaA 

¼vf'ouh dqekj pkScs½

LFkku% ubZ fnYyh
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MESSAGE

Ministry of Health & Family Welfare is committed to establish the conditionalities 
as a tool to get the States/UTs focus on the urgent as well long-term health systems 
reforms which would help in achieving better health outcomes. The conditionalities 
framework is based on select outcomes, outputs and a few process indicators which 
could be objectively verified through various data sources and state reports.

The incremental improvement as per the NITI Aayog ranking of states on 
‘Performance on Health Outcomes’ is one of the major conditionalities and has 
been given the highest weightage. Other parameters include operationalization of 
Health and Wellness Centres (HWCs), provisioning of mental health services in 
districts covered under the National Mental Health Program, Screening of 30 plus 
population Non Communicable Diseases, Implementation of Human Resource 
Information System (HRIS) and grading of Primary Health Centres (both Urban 
and rural) based on inputs and provision of the service package agreed.

We have tried to make the performance-based incentives an inclusive exercise 
where every State gets a fair chance to earn incentives. Thus, while the 
conditionalities framework introduces a good amount of competition, it also aims 
to increase the co-operation among the States as emulating the good practices from 
other States is one of the fastest ways to scale up a program.

I would like to take this opportunity to extend my appreciation for NITI Aayog’s 
report ‘Healthy States Progressive India’ and also to all the State Governments and 
Union Territory Administrations for sharing timely information. I hope that all the 
States and UTs would learn from their performance and use the learning to improve 
the performance so that they earn more incentives next year based on the 
performance in year 2019-20.

(Preeti Sudan)
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MESSAGE
In order to incentivise better performance by States, the Mission Steering 
Group of NHM had decided that 10% of the total allocation under flexi 
pools would be kept apart at the national level as an incentive pool which 
was subsequently increased to 20% for 2018-19. It is a step towards 
promoting performance based disbursement of funds, which the Expenditure 
Management Commission too had advocated. Over time, the set of 
Conditionalities known as conditionality framework have undergone some 
changes, in accordance with the shift in the Ministry’s focus on health 
outcomes, more objective norms of performance assessment, and the core 
principle of long-term health sector reforms.

Considering that our thrust is increasingly on moving towards accountability 
and nudging states towards improved performance, the MSG of the NHM 
increased the performance based funding to 20% of the total allocation 
under flexi pools of NHM within the existing state pools. The funds left after 
providing of incentives and levying penalty, have been re-distributed within the 
state groups as per the NHM budget allocation formula

The incentive pool distributed based on performance has generated a lot 
of positive action on part of the States and has enhanced accountability. I 
believe that the States which have invested rightly on health sector reforms 
and demonstrated improved performance would reap its benefit besides 
getting more incentives. I congratulate the States which have done well 
and expect that all the States would strive much harder and demonstrate 
improved performance and progress on health sector reforms this year to 
have more incentives next year and better health and services for their 
people.

(Manoj Jhalani)
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Health System Strengthening - Conditionality Report 
of States 2018-19

Background

In Government the most important lever- the system that drives behaviour most powerfully- is the 
budget . For last few years, Ministry of Health and Family Welfare (MoHFW) has been experimenting 
with linking at least a part of budget to the agreed conditions being met to enhance performance 
and to focus on health sector reforms (hereafter referred as ‘Conditionalities’).This is a step towards 
Result Based Financing (RBF) where the States could get more budgetary support if they performed 
well on the agreed indicators and may lose out part of the funding if they did not meet the set 
performance benchmarks.

In 2018-19 this initiative received a big boost when the Mission Steering Group of National Health 
Mission under the Chairmanship of Health Minister decided to increase the Performance based 
incentive/penalty from 10% to 20% of the NHM budget. This sent a clear message to all the States 
that good performance would be monitored, acknowledged and rewarded. This meant that while 
80% of the resource envelope earmarked for the State would be assuredly available, 20% of the 
resource envelope would depend on State’s performance on agreed conditionalities. The States 
which do not fulfil the criteria could lose up to 20% of funding under NHM.  

Approximately Rs.3265 crores of the NHM funds were put aside for disbursement to the States on 
the basis of the performance of the states on the conditionalities. The step is in consonance with 
the government’s vision of co-operative and competitive federalism to improve the outcomes. The 
linking of incentive/penalty to the NITI Aayog’s Health Index Report 2019 would also nudge the 
States to work towards better performance with respect to 23 indicators of the index. Now the 
ranking is not only a matter of good performance and prestige, but higher incremental improvement 
where better performance could get the State more funds under NHM.

Conditionalities Framework - 2018-19

The framework of conditionalities has been developed keeping in mind the priorities in the health 
sector in India which the States must strive to achieve. Though the combined number of indicators 
i.e. the NITI State Index indicators and rest of the indicators in the conditionality framework are 
many (23+6=29), in the long run it will help in monitoring and facilitating speedy improvement on 
many of the indicators under Sustainable Development Goal 3 and the NHP 2017 targets.

The indicators (except the State ranking) are based on the performance figures for 2018-19 and are 
not based on historical achievements. This gave the current State administrators ample opportunity 
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for better implementation and improvement in performance on key programme areas and health 
sector reforms. The methodology, especially the way conditionalities are evaluated, has been 
kept simple and understandable to the extent possible, so that the programme managers can see 
andmeasure their effort and its effect.

The Conditionalities Framework for 2018-19 comprised of seven key indicators based on which the 
States and Union Territories (UTs) were ranked. However, in light of the PM’s clarion call to save our 
children from vaccine preventable diseases, Full Immunization Coverage (%) was set as a qualifying 
criterionto be able to claim the incentives. The States and UTs were eligible for conditionality 
assessment only if they were able to achieve at least 75% full immunization coverage in case of 
EAG, North-Eastern (NE) and Hill states and 80% for rest of the States and UTs. The condition of 
qualifying criteria to be eligible for the assessment was waived off for the Union Territories because 
small geographical locations and huge influx of people, especially for institutional deliveries, make 
it difficult to arrive at a proper denominator . 

All the seven indicators were allotted different weightage for calculation of incentives/ dis-incentives 
based on their importance. While most weightage (40) has been given to the NITI State ranking, for 
the other indicators the weightage varies from(20 to 5). The table below provides a snapshot of the 
indicators along with the weightage:

Sl Indicators Weightage

1 Improving Incremental performance based on NITI Aayog Report 40

2 Operationalizing Health and Wellness Centres (HWC) 20

3 ImplementingHuman Resource Information System (HRIS) 15

4 Grading of District Hospitals* 10

5 Mental Health Services in Districts as per framework 5

6 Screening of 30+ population for Non-Communicable Diseases 5

7 Rating of PHCs (both Urban and rural) on their functionality 5

Process

At the beginning of every financial year, the framework of conditionality is approved by MoHFW and 
is conveyed to the States during the budget discussions in the National Programme Co-ordination 
Committee (NPCC) meetings. The Framework of Conditionalities is also a part of the Budgetary 
Approvals or Record of Proceedings (RoP) of NHM and thus gives a year to the States to implement 
and improve their performance. In the course of the year, the States could also propose for more 
budget under NHM within the allotted resource envelope, if required. 

A mid-term assessment in September-October is carried out with the available data and is conveyed 
to the States so that they know where they stand and try to improve further. The final incentive/
penalty is decided on the basis of the aggregate score of each State/UT. 
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A major part of the incentives were earned by States which were better performing in 2016-17 and 
2017-18.  As a single pool for all States was likely to decrease the funds going to the comparatively 
weaker states, five pools were made in proportion to the NHM funds allocated: 1. EAG 2. Non EAG 
3. North East 4. Hilly States and 5. UTs. 

Based on the final assessment of conditionalities, the states in each pool were incentivized or 
penalized. After providing for the incentive and levying penalty, funds left in the pool were 
distributed as per the NHM budget distribution formula among the states of the pool.  Thishas 
ensured that funds from high focus states and other weaker group of States, because of penalty, do 
not go to better performing states and disturb the equity in fund distribution.

Methodology

Following sections describe the methodology followed for assessing the indicator, the formula 
used and the source of data used:

1. Improving incremental performance based on NITI Aayog ranking: The composite Health 
Index scores of the states as per NITI Aayog’s report were used to measure the incremental 
changes in the state’s performance compared to the base year.

» Expected level of achievement3 : The states showing overall improvement compared to the 
base year were given incentive; states showing no improvement or decline were given no 
incentive/ penalty.

» Weightage4 : +40 to -40 points. The percentage of incentive/penalty earned by the states/ UTs 
was calculated as a proportion to improvement shown by the states with highest incremental 
change and the states showing the least incremental change.

» Means of Verification: NITI Aayog’s report on “Healthy States Progressive India”, published in 
June 2019.

Differential Score 
of state/ UT = (Composite Index Score in 2017-18) - (Composite index score in 2015-16)

Incentive/ Penalty 
Points

Differential score 
=

Highest/Lowest Composite Index 
Score achieved

40 / -40*

*40 for states scoring more than 0 and -40 for states/ UTs scoring less than 0 as differential score
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 » Operationalizing Health and Wellness Centers (HWCs): HWCs to provide CPHC which is a 
part of Ayushman Bharat is to be implemented through 1.5 lac Health and Wellness centers 
across the country. This is one of the most important initiatives and has the potential to 
change the entire health scenario of the country by providing preventive, promotive and 
primary healthcare and focusing on wellness of the population. The performance of the states 
with respect to operationalization of Health and Wellness Centres was measured as a part of 
conditionality framework. 

» Expected level of achievement: Operationalizing at least 10% of Sub Centers and PHCs/ Urban 
PHCs as HWCs.

» Weightage4: +20 to -20 points

» Means of Verification: State report on HWC portal and NHSRC report.

2. Implementing HRIS: All the states and UTs were to ensure implementation of Human Resource 
Information System (HRIS) for all HRH (both regular cadre and contractual)

» Expected level of achievement: For assessment of the conditionality for HRIS, the expected 
level of achievement was further sub-divided into four conditions:

 P Line listing of all staff (regular cadre and contractual) for all facilities to be completed and 
available on software

 P Salary invoice for both regular and contractual Human resource to be generated by HRIS

 P Transfer orders for both regular and contractual Human resource to be generated by HRIS

 P HRIS data should match with HMIS reporting. In case the numbers don’t match, states 
were to provide reason and numbers reported in HMIS and HRIS.

Incentive/ Penalty 
Points

• 20 points if percent of operational HWC is >=10% 

• 0 points if percent of operational HWC is <10% and >=7.5%

• -20 points if percent of operational HWC is <7.5%

Operational HWC 
as % of total SC

No. of Operational HWC*
=

Total functional Sub Centres*
100

*(as on 31st March 2019)

=
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» Weightage4: +10 to -10 points for HRIS operationalization and +5 to -5 points for synchronization 
with HMIS. 

» Means of Verification: HRIS (State) website developed by the states and HMIS report. 

3. Grading of District Hospitals: Based on the findings of the study “The Health of our Hospitals” 
being conducted by NITI Aayog, the performance of states with respect to service delivery 
through district hospitals was to be assessed. For this, the states were to be given incentive or 
penalised based on the percentage of districts hospitals who have at least eight fully functional 
specialties as per IPHS. The indicator was given a weightage of 10 points (+10 to -10). As the 
report has not been published, 10 points were added to the score of all states/ UTs.

4. Districts covered under Mental health programme and providing services as per 
programme guidelines: The indicatorassessed number of districts covered under Mental 
Health Programme and are providing services as per the programme guidelines including OPD 
for mental health services. 

» Expected level of achievement: Minimum of50% of the districtsof Non EAG states and 40% of 
districts of EAG states covered under Mental Health Programme were incentivized. The states 
were penalized in case the achievement was less than 50% in Non EAG states and less than 40% 
in EAG states. 

» Weightage4: +5 to -5 points. 

Availability of facilitywise integrated line-listing of all HR (regular 
and contractual)

• Yes: +3 

• No: -3

Salary invoice for both regular and contractual HR generated 
through HRIS: +4 to -4

• Yes: +4 

• No: -4

Transfer orders for both regular and contractual Human resource 
generated by HRIS: +3 to -3

• Yes: +3

• No: -3

HRIS data to match with HMIS reporting: +5 to -5

• Yes: +5 

• No: -5

Incentive/ Penalty 
Points =
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» Means of Verification: Report from Mental Health Division, MoHFW

5. 30 plus population screened for NCDs: In India, approximately 37% of the population is over 
30 years  who are to be screened for NCDs. The estimated population used as a denominator 
was calculated using the projected population of the state for 2018 . 

» Expected level of achievement: In order to be eligible for full incentive, the states were to 
ensure that at least 15% of 30 plus population screened for NCDs. Those states where less than 
3% of 30 plus population wasscreened for NCDs received penalty.

» Weightage4: +5 to -5 points. 

» Means of Verification: Report from NCD division, MoHFW.

6. Rating of PHCs (both Urban and Rural)on its functionality based on inputs and provision 
of the service package agreed: All the PHCs and UPHCs are rated on a scale of 5 based on data 
reported on HMIS portal. The rating and its detailed criteria were shared with the states earlier. 

» Expected level of achievement: Non EAG states where a minimum of 50% of the PHCs and EAG 
states where at least 40% of PHCs were to achieve 3 or more star rating.

» Weightage4: +5 to -5 points. 

» Means of Verification: HMIS Data Reported in the portal.

Incentive/ Penalty 
Points

• 5 points if >=75% of the districts covered
• 3 points if >=50% districts in Non-EAG and >=40% districts in 

EAG states covered
• -3 points if <50% districts in Non-EAG and <40% districts in EAG 

states covered
• -5 points if <40% districts in Non EAG and <30% districts in EAG 

states covered

Percent districts 
covered under Mental 
Health program

No. of districts where Mental Health Program is functional
=

No. of districts approved under Mental Health Program
100

=

Incentive/ 
Penalty Points

• 5 points if >=15% of 30 plus population screened for NCDs
• 3 points if >=7% and <15% of 30 plus population screened for NCDs
• -3 points if <3% and >=2% of 30 plus population screened for NCDs
• -5 points if <2% of 30 plus population screened for NCDs

Percent of 30 plus population 
screened for NCDs

No. of person screened for NCDs
=

Total population to be screened
100

=
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There were several rounds of discussions with the states wherein based on the difficulties shared by 
the states, certain modifications were made in the original conditionality framework. Refer to the 
annexure for the modified conditionality framework. 

Incentive/ Penalty 
Points

• 5 points if >=75% of PHCs in Non-EAG and >=60% of PHCs in 
EAG states having 3 or more stars 

• 2 points if <75% and >=50% of PHCs in Non-EAG, <60% and 
>=40% of PHCs in EAG states having 3 or more stars

• 0 points if <50% and >=40% of PHCs in Non-EAG, <40% and 
>=30% of PHCs in EAG states having 3 or more stars

• -5 points if <40% of PHCs in Non-EAG, <30%of PHCs in EAG 
states having 3 or more stars

Percent of PHCs rated 
3 stars or more

Number of PHCs rated 3 stars or more
=

Total PHCs
100

=
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Overall Results

For the year 2018-19, 20 states/ UTs were able to earn incentive, two states/ UTs have earned neither 
incentive nor penalty, while remaining states received penalty. Four states (Arunachal Pradesh, 
Meghalaya, Nagaland and Sikkim) could not meet the minimum criteria of Full Immunization of 
75%, therefore the progress made by the states (if any) was not considered for assessment and all 
the four states were given penalty of -20.

Exhibit 1: Incentive and penalty received by the states

The maximum incentive earned by any state/ UT is 14 and the maximum penalty given is -12 
(excluding the four non eligible states). The table below shows the top five and bottom five states/ 
UTs based on their performance and incentive/ dis-incentive earned.
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Table 1: Top 5 and bottom 5 States/ UTs 

Top 5 Aspirational 5*

1  Dadra & Nagar Haveli 28  West Bengal

2  Har  yana 29  Madhya Pradesh

3  Assam 30  Uttarakhand

4  Kerala 31  Bihar

5 Punjab 32 Lakshadweep

*Note: This doesn’t not include the four non eligible states (Arunachal Pradesh, Meghalaya, Nagaland and Sikkim)

Indicator wise Summary

Performance of the states and UTs on individual indicators of conditionality is summarised below:

NITI Aayog ranking of states on ‘Performance on Health Outcomes’: 20 out of the36 states/ UTs 
have shown progress whereas 16 states/UTs have shown a decline in their performance compared 
to previous year. The rate of improvement in the NITI indicators was highest in Dadra and Nagar 
Haveli among the UTs and Rajasthan among the states while it was lowest in Lakshadweep followed 
by Bihar. Out of the eight EAG states, only three states have shown progress and have earned 
incentives. 

Exhibit 2: Incentive/ Penalty earned by states based on NITI Aayog ranking

Operationalization of Health and Wellness Centers (HWC): Due to relentless implementation 
drives by the States and constant monitoring, by 31st March 2018 the country achieved the target 
of 15,000 HWCs. Daman and Diu among the UTs and Punjab among the states have achieved the 
highest percentage in terms of operationalization of HWCs. Among the EAG states, Odisha has 
shown the highest achievement. 
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Exhibit 3: Incentive/ Penalty earned for operationalization of HWCs

Districts covered under Mental Health Programme and providing services as per programme 
guidelines: Five out of the 36 states/ UTs: West Bengal, Jammu & Kashmir*, A&N Islands (all 
received-5),  Bihar and Nagaland (both received -3) have been penalised as they didn’t achieve 
the set benchmarks. Out of the rest 31 states, in 27 states at least 75% of the districts are providing 
mental health services. Whereas in two EAG states, Uttar Pradesh and Jharkhand, the percentage of 
districts providing mental health services is below 75%.

Exhibit 4: Incentive/ Penalty earned for providing Mental Health Services

30 plus population screened for NCDs: Incentive for screening of 30 plus population was earned 
by 23 states. This includes 11 states which were able to screen more than 15% of the 30 plus 
population and earned full points. Seven states have neither earned any incentive nor penalty 
against the set indicator. The state of Tamil Nadu has reported an achievement of 100% screening 
of 30 plus population followed by Goa at 68% and Daman & Diu at 57%. Among the EAG states 
highest achievement was reported by Rajasthan at 33%; while the lowest was reported by Bihar 
and Madhya Pradesh (1%). Nil achievement was reported by Delhi and Lakshadweep Islands. 

*This report is for 2018-19 and was prepared in August 2019 before the formation of the UT of J&K  and Ladakh.
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Exhibit 5: Incentive/ Penalty earned for NCD screening of 30+ population

Implementation of HRIS: Only six out of the 36 states and UTs, namely, Assam, Chhattisgarh, 
Haryana, Kerala, Punjab and Tripura have earned full incentive for implementation of HRIS. Apart 
from these six states, Andhra Pradesh, Odisha and Uttar Pradesh were able to partially achieve the 
set target. Facility wise integrated line-listing for both regular and contractual HR was completed 
by all the nine states. Though the pay slip for both the cadre is being generated through HRIS in 
only six states. The transfer and posting orders are being generated through HRIS by the six states 
who earned full incentive and Uttar Pradesh. 

Exhibit 6: Incentive/ Penalty earned for implementation of HRIS

Star rating of PHCs (both Urban and Rural) based on inputs and provision of the service 
package agreed: Among the 36 states/ UTs, only 10 states have been able to earn incentive for this 
indicator. Among these, Tamil Nadu, Dadra and Nagar Haveli and Lakshadweep have more than 75% 
of the PHCs which have 3+ star rating and have received full incentive. Five states namely, Andhra 
Pradesh, Haryana, Karnataka, Tripura and A&N Islands have not earned any incentive/ penalty and 
remaining 21 states have earned penalty. The lowest achievement was recorded for Uttarakhand 
followed by Himachal Pradesh. 
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Exhibit 7: Incentive/ Penalty earned on PHC star Rating

Overall performance of the states and UTs is summarised below:

Performance of the States

High Focus States

Among the eight EAG states, four states were incentivised, one state has earned no incentives or 
penalty and two states received penalty.

Table 2: Performance of High-Focus States and status of Incentive/ Penalty earned

All India Rank* States Full Immunization 
(%)

Net Incentive/ 
Penalty**

9 Chhattisgarh 92 6

14 Jharkhand 81 5

19 Odisha 89 3

20 Uttar Pradesh 82 2

22 Rajasthan 78 0

28 Madhya Pradesh 76 -7

31 Bihar 77 -12

*Colour code: As per performance among 36 states/ UTs 

** Colour Code: As per performance among the High-Focus    states
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Hilly States

All the three hilly states have received penalty due to non-fulfilment of conditionality.

Table 3: Performance of Hilly States and status of Incentive/ Penalty earned

All India Rank* States Full 
Immunization (%)

Net Incentive/ 
Penalty**

23 Jammu & Kashmir 97 -2

25 Himachal Pradesh 89 -4

30 Uttarakhand 103 -8

**Colour code: As per performance among 36 states/ UTs

** Colour Code: As per performance among the hilly statess

North-Eastern (NE) States

Among the eight NE states, four states could not meet the eligibility criteria. Of the remaining, three 
states earned incentives.

Table 4: Performance of NE States and status of Incentive/ Penalty earned

All India Rank* States Full Immzn. (%) Net Incentive/ 
Penalty**

3 Assam 84 12

11 Tripura 87 6

17 Manipur 88 4

26 Mizoram 87 -4

Not eligible Arunachal Pradesh 70 -20

Not eligible Sikkim 69 -20

Not eligible Meghalaya 58 -20

Not eligible Nagaland 47 -20

*Colour code: As per performance among 36 states/ UTs

** Colour Code: As per performance among the NE states

Other States
Among the eleven other states, nine states were incentivised, and two states received penalty.
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Table 5: Performance of Other States and status of Incentive/ Penalty earned

All India Rank* States Full Immzn. (%) Net Incentive/ Penalty**

2 Haryana 87 13

4 Kerala 93 8

5 Punjab 86 8

7 Andhra Pradesh 101 7

10 Karnataka 94 6

13 Telangana 96 5

15 Maharashtra 95 5

16 Gujarat 89 5

18 Tamil Nadu 85 4

24 Goa 90 -3

29 West Bengal 95 -7

**Colour code: As per performance among 36 states/ UTs

** Colour Code: As per performance among the Other states

Union Territories

Among the seven UTs, four UTs were incentivised, one UT has earned no incentives or penalty and 
two UTs received penalty.

Table 6: Performance of UTs and status of Incentive/ Penalty earned

All India Rank* UTs Full Immzn. (%) Net Incentive/ 
Penalty**

1 Dadra & Nagar Haveli 77 14

6 Daman & Diu 66 7

8 Chandigarh 91 7

12 Puducherry 65 6

21 Andaman & Nicobar Islands 80 0

27 Delhi 94 -5

32 Lakshadweep 102 -12

*Colour code: As per performance among 36 states/ UTs

** Colour Code: As per performance among the UTs



16

The details of incentives or penalty for each of the indicators and the aggregate received/lost by the 
states and UTs is provided in the Annexure I. The actual amount of budget (in Rs. Crores) received 
as incentive or lost as penalty is provided in Annexure-III. Any amount left in the pool after catering 
to the incentive or penalty has been redistributed to the States/UTs of that pool as per the NHM 
budget allocation criteria.

Limitations

Limitations of this conditionality framework inter alia include the following:

The framework is based only on data sets that are available every year to enable comparison 
and monitor progress. Many indicators that MoHFW decided to include didn’t have annual data 
source e.g out of pocket expenditure on health and hence could not be included. 

Many times, the qualitative aspects are not fully captured in the numbers or quantitative 
indicators. E.g. a state may have large number of FRUs, but its geographical distribution could be 
lopsided. Again, while 10% C-sections are necessary to avoid maternal mortality, many better off 
states have very high % of C-sections which is not desirable. Capturing and assessing a conditionality 
qualitatively is difficult, at times subjective and time-taking. Thus, a conscious decision was taken to 
keep the conditionalities quantitative and it has the limitations that any quantitative indicator has.

The indicators have been kept uniform for all the 36 states/UTs (except a lower threshold for 
EAG/hilly states/UTs in a few cases). Various states in India are at various stages of progress and 
same conditionalities may not be a true reflection of their requirements and progress. 

As some of the conditionalities are assessed on the basis of HMIS or report from Programme 
division, there could be cases where States may not have got incentives if HMIS data has not 
been correctly updated or where programme divisions have not been sent the report from State. 
However, using the HMIS/Programme data, reviewing it and raising questions would help to make 
the data sets better and reliable over time.

Conclusion

The conditionalities and the associated incentive /penalty is to generate a discourse among all 
stakeholders, so that health becomes a priority for all. This is an effort to start a discussion which 
is about output, outcome and long-term health sector reforms to sustain the progress made. 
Developing a framework which reflects the ground reality and actual steps to be taken, is an 
iterative process, where we keep learning each year and improve thereafter. The best of the States 
could lead the way for others to follow, by further undertaking a similar exercise for the districts 
every year. 
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Annexure III: Conditionality Framework, 2018-19

Full Immunization Coverage (%) to be treated as the screening criteria and Conditionalities 
for 2018-19 to be assessed only for those EAG, NE and Hill states which achieved at least 75% 
full Immunization Coverage. For rest of the States/UTs the minimum full Immunization Coverage 
to be 80%.

SN Conditionality1 Incentive/penalty Source of 
verification

% Incentive/ 
Penalty2

  1. Incentive or penalty 
based on NITI Aayog 
ranking of states on 
‘Performance on 
Health Outcomes’

Based on the ranking which will 
measure incremental changes: 
1. The states showing overall 

improvement to be incentivized
2. States showing no overall 

increment get no penalty and 
no incentive

3. States showing decline in overall 
performance to be penalized 

% of incentive/penalty to be in 
proportion to overall improvement 
shown by the best performing state 
and the worst performing state: +40 
to -40 points

NITI Aayog 
report

+40 to -40

2. Grading of District 
Hospitals in terms 
of input and service 
delivery

At least 75% (in Non EAG) and 60% 
(in EAG and NE states) of all District 
Hospitals to have at least 8 fully 
functional specialties as per IPHS: 10 
points incentive
Less than 40% in Non EAG and 30% in 
EAG to be penalized up to 10 points

HMIS and 
NITI Aayog 
DH ranking 

report

+10 to -10

3. Operationalization of 
Health and Wellness 
Centers (HWC)

At least 5% of the total budget to be 
proposed for HWC and CPHC. State 
to operationalize 10% of SCs and 
PHCs as HWCs

State report 
NHSRC 
report

+20 to -20

4. % districts covered 
under Mental 
Health program and 
providing services as 
per framework

If 75% of the districts covered:5 points
If 50% districts in Non-EAG and 40% 
districts in EAG states: incentive 3 points
Less than 40% EAG and less than 50% 
Non EAG to be penalized 3 points
Less than 30% in EAG and 40% in Non 
EAG to be penalized 5 points

Report from 
Mental 
Health 

Division
MoHFW

+5 to -5

1The conditionalities apply to both urban as well as rural areas/facilities

2Numbers given in the table are indicative of weights assigned. Actual budget given as incentive /penalty would depend on 
the final calculations and available budget. The total incentives to be distributed among the eligible states would be 20% of 
the total NHM budget.
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SN Conditionality1 Incentive/penalty Source of 
verification

% Incentive/ 
Penalty2

  5. % of 30 plus 
population screened 
for NCDs

15% of 30 plus population screened 
for NCDs: 5 points incentive
7% of 30 plus population screened 
for NCDs: 3 points incentive
Less than 3% of 30 plus population 
screened for NCDs: 3 points penalty
Less than 2% of 30 plus population 
screened for NCDs: 5 points penalty
(Out of total State population)

Report 
from NCD 

division 
MoHFW 

and State 
reports

Any Survey 
data 

available

+5 to -5

6. HRIS implementation Ensure implementation of HRIS for all 
HRH (both regular and contractual) in 
the state. Salary invoice and transfer 
orders to be generated by HRIS. Line 
listing of all staff for all facilities to be 
available. HRIS data should match 
with HMIS reporting. Cases where it 
doesn’t, state should provide reason 
and numbers. +10 to -10 for HRIS 
operationalization and +5 to -5 for 
synchronization with HMIS

HRIS (State) 
and HMIS 

report

+15 to -15

7. Grading of PHCs 
(both Urban and 
rural) based on inputs 
and provision of 
the service package 
agreed

75% (in Non EAG) and (60% in EAG 
and NE) of the PHCs having 3 or more 
star rating: 5 points incentive
50% (in Non EAG) and 40% (in EAG 
and NE) PHCs having 3 or more star 
rating: 2 points incentive
Less than 40% (in Non EAG) and 30% 
(in EAG and NE) of PHCs having 3 or 
more star rating to be penalized:  5 
points

HMIS +5 to -5
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