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How health transformation plan was designed and implemented in the

Islamic Republic of Iran?

Abstract

Following his inauguration in late 2013, President Rouhani aimed to boost quality and equity in the
health care delivery system. To fulfill this aim, a set of interventions, called Health Transformation
Plan (HTP), were implemented. So far, it has been a heated debate whether HTP breathes a spirit
of a new reform. HTP has targeted long-standing historical deficits of the Iranian health system
as well as urgent problems, both of which have been, to some extent, resolved. To decrease
Out-Of-Pocket (OOP) health expenditures, HTP has presented new financing mechanisms to expand
a safety net to Iranian citizens fundamentally. HTP also encompassed interventions to overcome
problems in the provision of health care by recruitment of health workforces, establishing new
health facilities, and expanding primary health care to urban and peri-urban areas. Furthermore,
performance indicators including access, quality, and patient satisfaction have been affected. Given
these changes, HTP is entitled to be a health system reform. However, a new agenda within HTP is
required so that the Iranian health system can obtain better value for money that is to be spending

on it.

Keywords: Health care reform, health system, health system strengthening, Universal health

coverage

Introduction

Strengthening health systems has become
a priority for countries over the past
decade.l"” Iran has embarked on various
initiatives to strengthen the health system
to accomplish equitable accessible health
care for Iranian citizens.®* Neither of
health reform initiatives have emerged
during presidential campaigns, except
President Rouhani’s campaign. Following
his inauguration in late 2013, he chose
the Ministry of Health and Medical
Education’s (MOHME) plan for health and
allocated more public funds into it. The plan
was proposed for better subsidies’ allocation
to achieve universal health coverage.®™ This
plan was essentially a set of instructions,
Health Transformation Plan (HTP), to
respond to critical challenges the health
system had, including a high share of
Out-Of-Pocket (OOP) expenditures, poor
quality of care in public hospitals,'®*” and
insufficient provisioning of medicines.®

Following HTP implementation, it has been
debated whether HTP could be entitled as
a reform or if it was an urgent remedy for
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crises driven by increasingly uncontrolled
household’s health expenditures. There are
different opinions on the essence of HTP.
On the one hand, proponents advocate that
it has contributed to paving the way toward
transforming the country’s health system.
On the other hand, critics believe that
while HTP has accomplished its objectives
to some extent, it has failed to include
a number of key interventions and to
fundamentally transform the health system
by touching upon key functions.

In this manuscript, we describe how
historical deficits in the Iranian health
system, accompanied by political change,
have led to a course of events that opened
a window to design and implement HTP.
We also examined the interventions of HTP
as well as its short-term achievements and
analyzed how HTP has brought up changes
in the functions of the health system to
improve health system performance’s
goals. To do this, a qualitative documentary
analysis was conducted. Key documents
related to HTP were identified, validated,
and reviewed. Kingdon’s Multiple Streams
framework® and the Control Knobs
framework"” were selected to explain how
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HTP came onto the policy agenda and to evaluate changes
made by HTP, respectively. To data analysis, the latent
content analysis was employed.!'!

Historical Challenges of the Iranian Health
System

The Iranian health system has suffered from caveats
that have undermined the performance of the health
system.'?3] The stewardship role of MOHME remains
weak in terms of regulating providers’ behaviors and
oversight on the entire health system.!'*! For instance, the
private sector was one of the main health care providers,
which provided around 80% of outpatient care and
20% of inpatient care. However, this sector was largely
unregulated.'> The dual practice of medical professionals
was a common phenomenon.['s]

Concerning financing, the health system suffered from
a lack of sustainable financial resources. In general,
individual contributions to health care costs were
regressive and unfair'”! (18.5% did not have any health
insurance coverage).' Furthermore, the share of General
Government Health Expenditure (GGHE) was low
[around 33.3%-39.1% of total health expenditure (THE)]
and OOP was high (more than 50% of THE, even
58.2% in 2010)."7 The phenomenon of provider-induced
demand was highly prevalent. It showed that the health
market was mainly run by OOP payments and driven
by providers.? It was also estimated that the share of
informal payments for health care was around 15% of
THE.[321221 Risk pooling was also fragmented by having
several insurance funds in place.l'"! Despite the fact
that a standard health insurance policy has been agreed
upon,?* health insurance funds have been offering health
insurance schemes with varying benefit packages.? The
benefit package was not defined by setting priorities for
needs, a cost-effective analysis,['” or even acknowledging
the Gross Domestic Production (GDP) per capita. The
contribution calculation methods used (the payroll tax and
the fixed premium) were mainly regressive!!”! and could
not fully cover the costs of this wide benefit package. As

a result, the Health Insurances Organizations could not
reimburse providers on time, especially hospitals which
had long-term delay for their payments. The inability
for on-time reimbursement motivated providers to ask
for informal payments, and to induce patients to demand
more health care services. Moreover, payment to health
care providers is based on known inefficient retrospective
methods (e.g., fee-for-service).*”!

In regards to the organization of care, there had been no
consensus on good-practice health care delivery models for
peri-urban and urban areas.”! Despite a long-time emphasis
on gatekeeping and the referral system, care coordination
between providers within and between levels was
lacking.?’?*] Health care resources have been either in short
supply or have been unequally distributed between health
needs and geographical regions.3% Moreover, decisions on
the use of medicine and health technologies have rarely been
taken based on Health Technology Assessment.?!**! Standard
practice guidelines have not been completely developed or
in the case of development,® they were not implemented,
resulting in huge clinical and economic consequences.

These deficiencies of the health system were further
exacerbated by  epidemiologic  transitions  from
communicable diseases to chronic and lifestyle-based
diseases, rises in medical expenditures and patient
expectations. About 80% of the burden of disease belongs
to chronic diseases and long-term conditions. >3

In the two years leading up to 2013, the country’s
economic circumstances were dramatically changed, due
to international sanctions imposed on the finance and
oil industry and some of the managerial issues as well.
Consequently, the government’s incomes significantly
dropped?’*® and the cabinet decided to allocate limited
existed resources to its high priorities sectors. Unfortunately,
health was not in priorities®” which in turn led to inadequate
resources allocated to the health sector [Table 1].

Under this circumstance, no comprehensive scheme has
been in place to protect people against rising costs of care;
consequently, patients should be able to incur most costs

Table 1: Health financing indicators of I.R. Iran

Year Total health THE per GGHE per OOP per Public expenditure Private expenditure Share of OOP

expenditure % GDP capita (PPP) capita (PPP) capita (PPP) on health % THE on health % THE from THE (%)
2010 7.1 1233 416 717 33.7 66.3 58.2
2011 6.8 1233 433 691 35.1 64.9 56.0
2012 6.5 1245 382 627 333 66.7 54.8
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in health care. High share of OOP has been historically
present in the country; however, in years close to HTP,
OOP share has reached on 58.2%, 56.0%, and 54.8% in
2010, 2011, and 2012, respectively [Table 1].'94! The high
share of OOP from household incomes had led to a rise in
the percentage of catastrophic expenditure. The percentage
of population affected by this catastrophic expenditure had
been stable above 2% over years prior to HTP and with
2.5% at its highest in 2013.l"4 In addition, most people
had to pay more for their own essential needs (e.g., food,
housing, etc.) instead of health needs,*” resulting in less
utilization of health services.[*] At the same time, the share
of GGHE decreased.!'*? These all led to a significant
decrease in THE per capita and the share of THE as
GDP [Table 1], while accompanied by the health care
inflation rate increase,¥ that intensified the underutilization
of health services.

Moreover, there was a steep rise in prices for medical
services, medicine, and medical devices at a consumption
level. The currency crisis has also led to the loss of
monetary value that reduced households’ availability to
purchase goods and services, especially expensive medicine
and medical devices.**32 In 2012, the share of medicine
from household health expenditure had an increase by 50%
and reached around 29%, the ever-highest share throughout
the last two decades.™”

The economy, weakened by sanctions, had not only led
the country to inadequate health resources but also caused
insufficient and interrupted imports of medicine and
medical devices. Consequently, some patients (such as
people with hemophilia or different types of cancers) had
difficulty with on-time access to their specific medicine.
These events had led to public discontent with the health
system and a heated debate on the responsibility of the
state to protect citizens.>¥

A window of opportunity

Besides the commitment that was provided by the new
government, there was support from the Supreme leader
launching the General Health Policies (GHPs), in which
strategic directions were taken for the health system.P
Moreover, the parliament strongly supported those health

issues and enacted required laws for them. Following the
announcement of the president’s priorities, MOHME took
immediate action to tackle the most urgent issues discussed
above. The first national committee was formed to curb the
medicine crisis in September 2013 [Figure 1].

After recovering the pharmaceutical market, in
November 2013, the cabinet of ministers decided to form
a taskforce to draft a transformation plan for the health
sector and coordinate all governmental organizations to
fulfill this plan. After about 6 months of provisioning,
HTP for diagnostic and therapeutic services was initiated
in May 2014, and, in August 2014, HTP was officially
initiated for primary and public health.

Funding sources, short-term

achievements of HTP

interventions, and

HTP was a set of comprehensive interventions supported
by new funding resources (3 billion USD was allocated
for HTP implementation only in the first year) [Panel
1]. Main interventions included programs to increase
the sustainability of health financing to expand health
insurance coverage, increase protection against financial
risk and to improve access and quality of health
care [Table 2]. Supplementary 1 provides more details
about interventions.

Panel 1: Items of health budget’s growth
The government paid a lump sum to MOHME to fill in the gap of
local and foreign currency in order to contain or preclude crisis
arising from the shortage of medicine in 2013 (550 USD million)
and subsequent years;

The government paid a lump sum to MOHME to compensate
budget deficits in 2013 (715 USD million);

MOHME’s annual budget was grown by 37.8% in 2014;

Iranian Health Insurance Organization (IHIO) had budget growth
as much as 66% in 2014;

IHIO by law was entitled to increase the premium to from 5% of
total income to 6%;

1% of Value-Added-Tax (VAT) and 10% of saving originated from
the public subsidy program was allocated to MOHME in 2014. The

former has remained intact so far, but the later was not completely
allocated after 2014.

2013 ‘ 2014

| 2015

AprilMay | August September I October |

November ‘ January l February

| March April | May | August September | February | November

Health as a top priority of the
Presidential campaigns First meeting of MOHME

policy making council was begun

The endorsement of 6 Nov 2013
resolution by the cabinet
A taskforce was formed to draft a plan for HTP

President Rouhani’s
administration inaugurated

The government paid a lump
sum to MOHME to
compensate deficits

First national committee to curb medicine crisis was formed;
Annual lump sum was paid to MOHME to contain or preclude medicine crisis

Second taskforce was formed of HTP
to draft a HTP on how to
invest additional resources (for

subsidies on petrol and energy was allocated to MOHME

Further HTP interventions in
hospital care (focused on pay for
performance) was launched

First series
interventions

hospital
care) was
launched

Second phase of HTP
interventions (for primary
and public health)
was launched

Cabinet of ministers
approved HTP 1% of Value-Added-Tax (VAT)

was allocated to MOHME

Annual health budget including resources
for HTP was approved; Third phase of HTP interventions (to revise
tariff schedule and to control informal

10% of saving derived from withdrawn
payments) was launched

Figure 1: Chronological order of Health System Transformation Plan development
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Table 2: HTP’s aims, interventions, and short-term achievements

Aim Interventions Mechanism* Achievements
Increase the Introduce new sustained funding sources, i.e., 1% F GGHE as a percent of THE increased from
sustainability of value-added tax, 10% of saving originated from public 33-3% in 2012 to 51-3% in 20150194
health financing subsidy program and increase current funding sources, i.e., GDP per capita spent on the health sector
public budget for the health sector increased from 6-5% in 2012 to around 8.1%
in 201501401
Expand health Expand health insurance coverage to the population with F Number of people with health insurance
insurance coverage no basic health insurance increased from 83-3%U"* to 93.1% in 20155¢
Increase financial ~ Reduce copayments for both inpatient and outpatient care F OOP rate decreased from 54-8% in 2012 to
risk protection in the public sector 38-1% in 20151194
Reimbursement programs to bear costs of special conditions, F Percentage of the population affected
high cost, and incurable diseases, e.g., cancers, multiple by catastrophic expenditures remained
sclerosis, organ transplantation unchanged, ranging from 2.5%-2.4% during
Control and eliminate informal payments through revising P, B, R 2013-2015M91
tariff s'chedule with 'the participat'ion of Iranian Me'dical The informal payments for inpatient services
Council and professional associations and establishing a decreased, particularly in the public sector™
new legal mechanism to deal with offenders
Control the price of medicines and medical equipment (capital R
and consumable)
Improve access and Change the payment mechanisms and pay for performance P Hospital density (per 10000 people)
quality mechanism increased from 13-4 in 2013 to 157 in
Increase the number of health workforce by filling in O 201505%
unoccupied medical professional positions or making There is one health workforce per 118
changes in the contracts in public health care settings people 58
Establish new public clinics, hospital beds, and primary O List of readily available medicine in public
health care settings hospitals’ drug store increased from around
Introduce/develop new and revise the current primary health O 3401in 2013 to around 750 in 2015 and from
care programs around 350 in 2013 to 450 in 2015 in primary
Empower the health workforces (0] health care facilities®®
Improve th§ use of healt.h information technology (IT) O 77% of patients were satisfied with inpatient
through scaling up the national IT health systems services in public hospitals %)
Improv.e th.e qual%ty of a}menities, c-8- bl.li.ll.iings’ beds, O 78% of inpatient service users and 74% of
decoration in public hospital and health facilities . . . .
. . outpatient service users were satisfied with
Improve environmental and occupational health O these services %
Resolve the shortage of medicines and consumable medical O
devices/supplies
Support the local production of medicines R, B
Improve community participation in health promotion R, B
Promote natural delivery B

¥Mechanism refers to the health system’s control knobs that create desired effects. F: Financing, P: Payment, B: Behavior, R: Regulation,
O: Organization; "Data for the base year is not available or validated

Discussion

HTP has presented a set of problem-based interventions
that could tackle some of the problems of the health
system. In this regard, the extent of reduction in the
number of uninsured individuals, copayments, and
OOP is highly remarkable.*!"! Furthermore, HTP could
operate the control knobs of health systems and create
improvements in key performance indicators, as expected
from a reform.!%¢!

The main interventions in the finance systems, i.c., the
health sector’s share from VAT and cut costs on subsidies
from the health sector’s share, will remain intact in future
administrations as those have been passed into law in
the Iranian parliament.®”” However, health care financing

4

still suffers from inefficient risk pooling arrangements, a
factor that has a vital role in fair and sustainable resource
mobilization and allocation.[!

Interventions in  payments systems within HTP
(e.g., new tariff schedule, further supervision to health
care provider’s behavior in close cooperation with formal
supervisory organizations and the public, and pay per
performance) have reportedly reduced informal payment
significantly. However, these interventions might be
perceived as initial efforts to cut financial relationships
between physicians and patients. Investigations on
the long-term impacts of these interventions can only
respond to such concerns. If the new tariff schedule has
been formulated based on evidence and considering the
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technical issues involving all stakeholders,[*¥ then it might
be entitled to a reform. All of these should not ignore the
major caveat of payment methods; Iran needs to shift from
the uncapped fee-for-service to more effective prospective
payment methods.[6>¢¢]

In regards to its organizing systems, HTP has designed
a new organized structure for primary health care in
peri-urban areas, where no organized primary care system
has been in place during the last decades. It also has
upgraded the structure of primary health care in urban
areas. The health workforce recruitment, new buildings,
renovated facilities, and modernized machineries across
the country have improved access and quality of care.
These interventions would last for at least several years,
which in turn may result in improving access to services,
and in long-term impact on the state of the population’s
health.[7681 Furthermore, within HTP, noncommunicable
disease programs with ongoing risk control factors were
initiated. Altogether, these interventions on organizing
health care might be considered as a reform, similar to
those that were experienced by neighborhood countries.[]
However, there are still important areas in organizing health
care that remain unchecked, such as the referral system,
care integration, and health care provision for people that
are disadvantaged.

Conclusions

HTP has been the main social plan of Rouhani’s
administration, which to some extent resolved urgent
challenges such as the high rise of OOP. It has effectively
touched upon several key functions of the health system,
particularly financing the health sector. It carried other
essential ingredients for health system reform and has
made new arrangements that enabled the country not
only to balance the health budget but also to provide risk
protection for the entire population and to improve access,
quality, equity, and satisfaction. Thus, what has been done
under HTP can be considered as a health care reform, even
though the significant impact of HTP was increasing the
financial resources for the health sector.

It is also worth noting that HTP was started while the
country was suffering from a critical economic situation.
It was not only able to tackle the urgent challenges of the
health system but also was able to some extent meet its
main goals. Thus, it is not to be expected for HTP to be
fully implemented from beginning to end in four years. As
shown by other countries’ experiences, making reforms to
UHC takes a long time."” Therefore, Iran should embark
on a new agenda within HTP to make the health sector
more efficient as to ultimately convince the government
and the public that the highest cost is worth the value.

Last but not the least, since the health system is entirely
affected by contextual (e.g., economic, social, political
situation of the country) and global (e.g., pandemic or

International Journal of Preventive Medicine 2020, 11: 121

armed conflicts) circumstances, making the health system
more resilient is crucial. Otherwise, other dramatic
changes (like further sanctions or economic shocks) can
ruin all efforts done under HTP to improve the health
system performance.
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