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Abstract
Introduction: In Iran, during the years, the budgeting model used for healthcare funding is affected by
factors such as global oil prices and fluctuation in the exchange rates, so developing or continuing to
implement a plan in the health system depends on the current and future global and local economic
trends. This study aimed to analyze the future of the recent significant reform called Health
Transformation Plan (HTP), started on 15 Jun 2014 in light of potential financial barriers and challenges.
Methods: Face to face interviews were conducted with health policymakers at different levels of the
health system, health researchers, health insurance officers, and faculty members. Also, published and
unpublished documents about HTP in the country and worldwide were reviewed. Data analysis was done
using a qualitative inductive content analysis approach and assisted by qualitative data management
software.
Findings: Instability of financial resources and allocation of Gross Domestic Product (GDP) to the HTP in
the traditional way is a challenge in continuing this policy reform. Also, the bureaucratic procedures in
allocation and distribution of funds, discrepancy between health insurance funds and affiliated units of
Ministry of Health and Medical Education (MoHME) especially Medical Sciences Universities (MSU), the
lack of purchaser–provider split, inappropriate payments and compensation mechanisms, and
dependence of MSU on especial revenues are the main challenges that threaten the future of HTP in Iran.
Conclusion: Given the current situation, where the country's funding resources are often unpredictable, it
seems that such funding challenges will lead to poor HTP results. Therefore, the continuance of such
high cost-based plan requires the strategies and policies to ensure raising additional funds through
various types of innovative financing to overcome challenges.

Introduction
Financing is one of the main functions of health system[1, 2]. Financial resources are an essential
component of health systems, but they cannot potentially produce effective, efficient, and fair health
care[1]. Spending more on health and injecting more funds does not necessarily mean better health
outcomes[3]. Achieving health outcomes following the goals of the health system requires the use of
appropriate financing methods and policies and also ensuring its sustainability[4, 5]. Allocating a share
of GDP to health expenditure and comparing their health outcomes, confirmed it properly in some
countries in Eastern Mediterranean regions and other countries [6-8]. Modifying the method of health care
provision and resource allocation is one of the most important and controversial policy decisions in the
health systems globally [9]. World Health Organization has asserted, moving to Universal Health
Coverage (UHC)is impeded by three fundamental interrelated problems that all have rooted in financing
constraints: the unavailability of resources, an overreliance on direct payments, and inefficient and
inequitable use of resources [4].
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During the past decades, the Iranian health system has implemented several policy plans such as
Primary Health Care(PHC) network (1985)[10], National Health Insurance coverage program[11], and rural
family physician program(2004)[12] to improve health status and achieve to UHC. These resulted in the
improvement of some health outcomes like life expectancy at birth, and mother and child morbidity and
mortality rates [12, 13]. Along with other challenges to implementing and continuing the policy reforms,
the financing dimension of the reforms has also been a pivotal and challenging issue
Health Transformation Plan in Iran: aims, process, and outcomes
The primary goals of health transformation plan involved four consecutive steps, i.e., ‘improving access,
affordability, and quality of care’, ‘self-care development’, ‘changing medical tariffs’, and ‘transforming
medical education’[14].
Iranian HTP developed intending to ensure and enhance health care accessibility, financial protection,
and equity by developing strategies for revenue rising and reduction in Out of Pocket payments (OOP)
[14]. In the first year, the plan reached some goals and enhanced people’s satisfaction [15]. Analyzing the
effects of this plan indicates some appropriate effects such as promoting access to health services,
increasing patient satisfaction, improving the quality of hospital hoteling services in public hospitals,
creating an appropriate health insurance coverage, managing pharmaceutical market, especially medical
supplies, reduction in OOP in inpatient care at public hospitals, and increased number of natural
childbirth instead of cesarean section (22, 23). However, in spite of the significant reduction in OOP [16,
17], the impact of HTP on financial protection indicators like catastrophic health expenditure and
impoverishment is controversial. [17-20]. On the other hand, total health expenditure rose more than the
past, and[16, 17] economic circumstances led to decrease in government revenue. This situation affected
the HTP and allocation of resources to the plan, and also intensified financing challenges of HTP.
Some months after the implementation of the HTP plan, some other challenges especially in terms of
funding including increase in supplier induced demand in health care, sharp rising of health expenditure,
higher dissatisfaction of providers due to irrational medical tariffs and unfair payments, and more
disruptions in the drug supply chain, and uncertainty in funding sources made worries in continuing
implementation of this plan according to the predefined way[21].
Achieving the goals and objectives outlined in the HTP plan requires adequate approaches, and health
policymakers and planners have asserted the introduction of successful corrective measures to address
the financial obstacles to promote the continuation of this program and to achieve its goals. Therefore
we planned to do this study with the aim to investigate and analyze the financing dimension of HTP in
Iran as an essential step to inform the successes, failures and provide some suggestions to plan for
formulating and implementing evidence informed policy interventions in the future.
Context: health financing system in Iran
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Planning and Budgeting Organization (PBO) of the country in close collaboration with the financial
department of MoHME has the leading role in determining the size of the health budget. After approving
the budget by the cabinet and the parliament, the determined budget is allocated to the health system[22].
Iran has four main public health insurance organizations; Social Security Organization (SSO)as one of
the largest health insurance organization in the country, Iran Health Insurance Organization (IHIO), the
Armed Forces Medical Services Insurance Organization(AFMSIO) and Imam Khomeini Relief Foundation
Health Insurance(IKRF)[23]. All of these basic insurance organizations benefit from government support
at various levels [24]. The SSO (established in 1975) is a non-governmental organization and provides
health insurance coverage for those officially employed in the private sector and their dependents, as well
as self-employed persons via additional voluntary insurance [25, 26]. The IHIO (established in 1994 and
previously known as the Medical Services Insurance Organization), provides health insurance for
government employees and their dependents, rural residents, and other population categories (i.e.,
students, specific professional associations, self-employed and their dependents) [27]. Currently, more
than 90% of the insured population is being covered by the SSO and the IHIO. The AFMSIO (established in
1974) provides health insurance for military personnel and their families. The IKRF (established in 1994
following the establishment of the IHIO) provides health insurance coverage for the poor. In addition to
four basic insurance funds, there are other 17 smaller institutional funds that provide health insurance
coverage for their employees [23, 28].
The payment mechanism is also mixed in Iran. Budgeting, salary, case base payment, capitation, and Fee
For Services (FFS) mechanism are applied for payment and reimbursement. IR Iran has spent 144 billion
international dollar(1 international dollar = 9044 IRI Rials) for health in 2017[29].

Methods
In this qualitative study, we collected data using a combination of reviews of relevant published and
unpublished literature and policy documents, and interviews with the health system’s key informants. We
included related national reports, acts, bylaws, regulations, governmental approved rules and related
research projects.
Semi-structured interviews with 21 key informants have been conducted through purposeful and
snowball sampling techniques. We selected two criteria to recruit informants who had expertise in the
subject area and also had experience in the policy-making process of the reform.
One member of the research team (LD) was responsible for conducting the face-to-face interviews, and
she received verbal inform consent from all informants. Interviews were recorded digitally and then
transcribed verbatim. Initial analysis of the transcript was conducted after the first interview. To ensure
the validity and reliability of findings, we used all perspectives of research team members in coding and
analyzing both interview transcripts and documents. Results were sent to informants to receive their
feedbacks. Appropriate samples were selected to increase the transferability of findings and the results
were obtained and analyzed simultaneously. A qualitative inductive content analysis approach was taken
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and assisted by qualitative data management software MAXQDA 12. To conduct the analysis, two
members of the research team (L.D&H.M) through repeated reading process, studied all transcribed
interviews and documents and then the researchers transcribed notes and headings onto a coding sheet.
In the next step, they grouped the data, reduced the number of categories by combining similar headings
into broader categories. In final step, through repeated examination and comparison themes emerged.

Results
We categorized the finding in four main themes: revenue raising, purchasing and resource allocation,
payment mechanism and the pooling management. The details are presented below:
Revenue raising:
Raising revenue plays an important role in developing a program or designing a reform in the health
sector. To implement the reform, two sources including Value Added Tax (VAT) and subsidy targeting
revenue were added to the current financing sources of the health system. After starting the reform, some
concerns were raised in continuing this big reform.
“The main revenues for HTP are the revenue which releases from subsidy targeting plan (10% of total
revenue) and 1 of 9 percent value-added tax”[Senior insurance policy maker].
“It seemed the revenue from these sources is sufficient for running the plan. After one year of the

beginning of the plan, it was encountered with some problems, and challenges and animadversions were
started”[Senior health official].
According to the participants, one of the main criticisms was the unsustainability of funding sources, as
well as the lack of appropriate projection of the financial burden of HTP specifically on the other
counterparts and beneficiaries like health insurance organizations.
“Revenues had been predicted just for first steps and first years of HTP, and in the second and third steps,
health insurance organizations were affected because of not raising insurance revenues. This led to an
imbalance in revenue and expenditure and budget deficit and also delays in reimbursement of invoices of

health care providers, which sometimes reaches one year”[Member of Parliament].
Therefore, it has affected the funding and liquidity cycle in the health system, and most stakeholders
including health care providers, pharmaceutical companies (both manufacturers and distributors), and
contractor companies which had a contract with Medical Sciences Universities (MSU) and hospitals.
Another reason for unpredictability of financing resources is dependence on public revenues funding (e.g.,
public taxes and other sources of income), which is not earmarked and its allocation path and spending
are not specified from the beginning. In these cases, existence of unpredictable circumstances can
change the direction of credits and then allocate to new requirements. It is also likely that resource
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allocation may not be expanded where it has been allocated by the legislature, or related revenue is not
realized.
According to the participants, in this period, challenges of the economic situation of the country,
increasing national donor flows, and moving to establish health charity institutions to absorb some
revenues is necessary. Taxes on fossil fuels, as well as harmful products such as tobacco, are one such
option mentioned by some interviewees in order to increases revenues. Participants believed that it
increase the resources governments to spend on HTP and overall population’s health.
Health services purchasing and resource allocation:
Public resources are allocated by the PBO in Iran. This organization is responsible for governmental
financial resource management. In the budget execution, BPO takes some considerations, which lead to
delay in budget allocation. Delays in the financing cycle are divided into two sections, predictable and
unpredictable. A part of the delays is entirely predictable and even becoming accustomed to the funding
and allocation of resources.
“We are waiting every year for such delays. With Implementing HTP we hoped to receive reimbursements
in appropriate times. But unfortunately, especially in the two last year, we deal with this problem in our
hospitals” [Hospital manager].
According to the participants, unpredictable delays are mainly due to the lack of funds through the lack of
realization of revenue sources and also lack of realization of projected headings for collection of
revenues at a macro level. For example, according to Iranian economic situation, one of the main sources
of funding is oil revenues, which are usually unstable and affected by several unpredictable factors such
as economic sanctions, national and international political conditions, and unexpected events in some
parts of the world, and existence of conflicts and civil wars in oil-producing regions.
All of the HTP money and most of the fund was allocated by PBO to IHIO. Public service providers are
usually funded through health insurance funds. Therefore, any delays in reimbursing the public service
providers’ reimbursements can make it difficult to provide a service in this sector. As a solution, the
parliament approved to transfer IHIO from the Ministry of Cooperatives, Labor, and Social Welfare to
MoHME. Some experts stated that this policy was pursued by MoHME, which aimed to be responsible for
HTP funding source. While after 18 months of that approval, it showed that this policy could not resolve,
alleviate, or overcome HTP funding challenges.
“We found that all HTP resources depend on Budgetary and Planning Organization Decision. Whenever

this organization does not allocate necessary resources to MoHME, the interventions such as transferring
insurance organization under the supervision of MoHME will not solve the current financial challenges”[
Senior provincial health manager].
According to the participants, it is also likely that resource allocation may not be expended appropriately
where it has been allocated by the legislature, or related revenue is not realized. It can be noted that 10%
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of the total net of implementation of targeted subsidies law and also 1% of the VAT, which was supposed
to allocate to the health system, unfortunately, it was not realized except in the beginning implementation
phase of HTP.

“It is expected that the situation is gradually returning to the situation before the HTP implementation.
Because of financial challenges and not the appropriate allocation of financial resources to this plan, a
former minister of health resigned and quit governments’ body”[Health planner].
The HTP spent more money on health, and despite highest spending, did not reach measures of health
system performance in critical areas of quality, efficiency, access to care, and equity. MoHME did not
efficiently use resources in way and, inefficiencies account for a major source wasted.
“Despite the achievements of the Health Transformation Plan, lack of consistency and a sound economic
logic hindered the realization of the ultimate goals of the plan and, over time, some of its positive
outcomes, gained by expensing of huge resources, have started to regress, which requires further
review”[Health researcher].
Provider payment mechanism:
Recently, the fee for services became a widespread mechanism through implementing the pay for
performance method and updating the Relative Value Units (RVUs). This resulted in two main challenges:
fast-rising in health system expenditure and inequity in payments. In spite of enhancement of payments
and creating relative satisfaction, some groups of health practitioners and employees like nurses and
some medical specialists are dissatisfied. They claim that these changes in payment are unfair and
enlarged the gap into medical specialist and between the medical specialist and other employee and
health care providers.
“Creating reform in the payment system, which is full of structural conflicts of interest is not an easy feat.

The Health Transformation Plan is like a train that doesn’t stop in any station, but we must attempt to
make costs more reasonable. Payments should be reasonable based on actual prices of health care
services. Reform in the payment system is not possible without a critique of the past”[MoHME advisor].
Pooling management:
Resources are limited, and government has the limit fiscal space to govern and administrates many
obligations, function, and sectors. When financing policymakers allocate the revenue to health, it means a
reduction in the share of other areas, including agriculture, education, social affairs, and others. Under
such circumstances, pressure from different areas on the national resources planning board intensifies.
This is very critical and sensible when the GDP growth is little or negative; the share of the Total Health
Expenditure (THE) as a percent of GDP goes up. The more the gap between growth in health expenditure
and economic growth, the greater will be the pressure on the government for healthcare financing.
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Some participants believed that Iran’s health financing is fragmented, and HTP intensified this
fragmentation. They implied that financial resources of HTP should be collected and pooled in the health
insurance organization. The health insurance organization is responsible for the management of health
financial resources and services purchasing. MoHME needs to care more about the prescribing and
utilization of services.

“Resource management should be done by insurance organizations and not by MoHME. The role of
MoHME is supervision and stewardship and not collecting or pooling of the financial resources”[Senior
health insurance director].
Participants mentioned that lack of an accurate and transparent process for financing the long-term
plans of government and also deviation in the HTP are the main reasons for the disagreement between
the MoHME and PBO in pooling of resources. They also suggested that health system policymakers are
required to consider the revenue growth depends on not only the rate and base of the tax but also on the
priority setting of total country objectives. Whether a country willing to give up other purposes to increase
health sector funds. Therefore, it seems that educating some fundamental principles about resource
allocation and pooling is necessary for Iran health policy makers

Discussion
Our paper explores Iran’s HTP in the light of financing function and its dimensions through experts’
opinions and documentary review. Our study implies that revenue sources for health financing should
meet some criteria. Some studies suggest that suitability of revenues and sources of funding are the
controversial issues[15, 30]. Our findings also showed these to important issue as the challenging factors
for implementing the HTP in the country. Moreover, Other studies indicate ways of revenue collection for
the funding of health that should be assessed in terms of efficiency, equity, revenue-raising potential,
revenue administration, and sustainability [31-34].
The International Monetary Fund (IMF) and the World Bank also suggest some criteria for the
assessment of revenue sources. They mentioned that all revenue sources should raise a significant
amount of revenue, be relatively stable, and be likely to rise over time[35]. On the other hand, the revenue
source should be simple to administer, and it has to be politically acceptable. Definitely, smarter fiscal
policies have a key role in reducing inequality by striking the right balance between growth, debt
sustainability, and social protection[36].
It is important to consider the fiscal capacity and implementation of financing strategies. Fiscal capacity
is contextual, and the results of the selected financing strategy depend on the economic structure and the
government’s administrative capacity. It appears that, revenue-raising requires some requirements like as
recording system, the system of revenue gathering from source, accounting system and organizes
administrative agencies[37] that according to our study there is not such system for performing these
crucial functions.
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It seems VAT as revenue source of HTP meets these criteria, but there is a little doubt that the subsidy
targeting revenue meets them. Based on subsidy targeting law, Iran should remove the energy carriers’
subsidy and raise the internal price of energy carriers to international prices (Fee On Boat price) [38]. But
due to socioeconomic consideration, the government did not remove subsidy and did not increase energy
carriers’ prices in recent years.
Although trade-offs among these criteria in some condition are inevitable, it is necessary to pay attention
to the institutional and macroeconomic constraints that may preclude the country for applying the most
efficient and equitable revenue-raising ways [39, 40].
Based on our results, delay in both reimbursements and budget allocation is another challenge that HTP
encountered with it. This is the fact, and review of evidence show delaying compensation and payment
in near to one year [41]. First, one of the reasons for delaying in reimbursement, allocating, and payment
is that additional expenditure had not been predicted appropriately, and additional expenditure was more
than estimated revenue [42]. Second, the shrinking of fiscal space due to oil revenue decreasing led to
delays in the budget allocation and HTP revenue raising. Third, health expenditure is not like
infrastructure expenditure, which once happened and ended. It does not only continues but also grows
during the time, and the revenue must be grown as it [35].
Fragmentation in financing management and pooling is the other challenge that we found in our
research. Based on our results in HTP, MoHME manages the revenues and resources meanwhile the most
of HTP expenditure is paid by the health insurance organization. MoHME plays a purchaser role, and this
leads to more fragmentation and expenditure raises. However, there is the fact that in most low- and
middle-income countries, due to lack of limited private arrangements and multiple public sectors, making
system fragmentation seems to be normal rather than be an exception [35].
Equity in payments is the other main challenge that HTP encounters with it. Based on our findings, the
HTP not only does not improve the personal payments equity but also exacerbates it and increases the
gap between them. However, this is the feel of our respondents, and other research confirmed that [15].
Establishing a Family Physician Plan and referral system and the use of clinical practice guidelines is a
way to avoid unnecessary utilization of health care services[43]. Training of executives, especially
hospital managers and presidents, should have begun earlier and done more effectively[44].
Like other plans, HTP has had weaknesses along with its benefits, which must be addressed with proper
measures. Given the findings of this study, almost all interviewees stated the government does not have
more fiscal spaces to allocate more resources to health. Therefore cost analysis and cost control
strategies in both of the cost elements (price and quantity) like as control overuse, developing referral
system and guideline and rearrangement of the payment system needs to be taken into consideration.
Anticipated economic circumstances for this and future years (Projected real GDP growth for 2019 by
IMF -6% and inflation rate equal to 37.2%)[45] do not image a clear picture of healthcare financing.
However, the future path can be improved with a more logical approach to policymaking by using the
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lessons learned. Improving efficiency of the health system and cost control are the logical ways to
progress from this point and to preserve and sustain the transformation plan's achievements. Wastes and
inefficiencies account for a significant source of rising in health expenditure. Studies show that over 2040% of healthcare expenditure is due to inefficiency [46, 47].
In order to ensure successful implantation of HTP in the long run, we need evaluation and analysis
mechanisms to evaluate the plan and its effects to generate the evidence for reconstruction or
modification [48-50]. HTP must be promptly analyzed whereby parts of the plan with higher
achievement/cost or with more critical services are revised and maintained. In contrast, parts of the plan
that have caused unreasonably high costs for the system are eliminated and replaced with better
alternatives. In other words, the program is adapted to the country's current situation and to the real
public needs.

Conclusion
HTP has pitfalls in all functions of financing. Sustainability in revenue, equity in payment, defining proper
indices for allocation, unifying, and pooling of resources are the main challenges of HTP at the financial
level. Resolving all of the above-mentioned problems without an insurance mechanism is a significant
strategic mistake. It is necessary to involve health insurance organizations more than the past and
managing of overuse and reimbursement. Finally, it can be assumed that the Adopting and implementing
evidence-informed policies and future-based strategies can prevent further potentially inappropriate
consequences.
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Figures

Figure 1
Flow of funds in governmental sector
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