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Abstract

In 2014, a series of reforms, called as the Health Sector Evolution Plan (HSEP), was launched in the health system of
Iran in a stepwise process. HSEP was mainly based on the fifth 5-year health development national strategies (2011-
2016). It included different interventions to: increase population coverage of basic health insurance, increase quality
of care in the Ministry of Health and Medical Education (MoHME) affiliated hospitals, reduce out-of-pocket (OOP)
payments for inpatient services, increase quality of primary healthcare, launch updated relative value units (RVUs)
of clinical services, and update tariffs to more realistic values. The reforms resulted in extensive social reaction and
different professional feedback. The official monitoring program shows general public satisfaction. However, there are
some concerns for sustainability of the programs and equity of financing. Securing financial sources and fairness of the
financial contribution to the new programs are the main concerns of policy-makers. Healthcare providers’ concerns (as
powerful and influential stakeholders) potentially threat the sustainability and efficiency of HSEP. Previous experiences
on extending health insurance coverage show that they can lead to a regressive healthcare financing and threat financial
equity. To secure financial sources and to increase fairness, the contributions of people to new interventions should
be progressive by their income and wealth. A specific progressive tax would be the best source, however, since it is
not immediately feasible, a stepwise increase in the progressivity of financing must be followed. Technical concerns of
healthcare providers (such as nonplausible RV Us for specific procedures or nonefficient insurance-provider processes)
should be addressed through proper revision(s) while nontechnical concerns (which are derived from conflicting
interests) must be responded through clarification and providing transparent information. The requirements of
HSEP and especially the key element of progressive tax should be considered properly in the coming sixth national
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Introduction

The expansion of primary healthcare (PHC) in Iran in
1980s was mainly based on the principles of health for all as
introduced in the conference of Alma-Ata.! The PHC network
considerably improved health outcomes, especially in rural
areas,” however, it was not adequate to meet emerging health
needs of the population after a few decades. Also, expansion of
services to urban and suburban areas and dynamics of patients’
referral path were always challenging.® Since 2005, the family
physician program, an updated referral path system and a
reform package toward universal health insurance started
in rural areas and small towns; they were later expanded by
the following governments.” In spite of some achievements
in increasing population coverage of health insurance, there
were still several known issues in access to healthcare and
equity of financing and utilization.””” The 11th government,
elected in June 2013, launched series of reforms in 2014 to
respond to some of the known issues in the performance of
health system. The changes, so-called Health Sector Evolution
Plan (HSEP) or Health Transformation Plan, were designed
by the Ministry of Health and Medical Education (MoHME)
based on the fifth 5-year health development national
strategies (2011-2016) and the new President’s manifest in
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order to achieve the universal and comprehensive health
services coverage.

What Is the Health Sector Evolution Plan?

HSEP is a stepwise national plan which includes multiple

interventions in the health sector, as summarized in this

section. The following programs, are the main parts of the
first phase of HSEP that were approved by the cabinet® on

April 30, 2014 to improve access to healthcare and quality of

hospital care:

e DProviding free basic health insurance to all Iranian
uninsured individuals by Health Insurance Organization;

e Reducing out-of-pocket (OOP) payments for inpatient
services at the hospitals affiliated with MoHME;

e Financial protection and support of patients with
chronically disabling, or the so-called specific diseases
[which include end-stage renal disease, thalassemia,
hemophilia and multiple sclerosis], and those who are in
need;

e Promotional policies to encourage medical doctors to
stay in deprived areas;

e Improving quality of care in the hospitals affiliated
with MoHME through different interventions such as
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increasing specialists, improving quality of outpatient
services of the attached polyclinics and improving
hospital amenities and lodging services;

e Compensation to offset the economic burden of the
second phase of the targeted subsidies’ law at hospitals
affiliated with MoHME.

In addition to the above-mentioned programs, promotion

of natural vaginal delivery and infertility treatments and

improving the emergency medical services (eg, Medi-copter)

were initiated as parts of the first phase, since May 5, 2014.

The second phase of the HSEP (started on May 22, 2014)

focused on the PHC and public health areas, included the

following programs:

e Improving the family physician program and health
insurance for nomadic people and residents of rural
regions and small towns (population of less than 20 000);

e  Expanding health services to suburban areas;

e Improving the family physician program through a pilot
project in 2 provinces (Fars and Mazandaran);

e Expanding the family physician program to cities with
population of 20000-50000;

e Strengthening and institutionalizing inter-sectoral
collaboration through the supreme council of health and
food security;

e Increasing health literacy of people and enhancing self-
care.

Updated relative value units (RVUs) of health services was

launched at the third phase of the HSEP (September 29, 2014)

in order to regularize public and private service providers’

payments based on the articles 32 and 38 of the fifth 5-year
development plan.®'°

What Are the Financial Sources of Health Sector Evolution
Plan?

The plan is mainly supported through the following financial
sources: increased public annual budget of health sector
(around 59% increase in 2015 compared to the 2014),"
resources of the targeted subsidies law (10% of total
subsidies) and a specific 1% value added tax (VAT) for health.
The financial sources are estimated to be 70% higher in 2015
(March 21, 2015-March 20, 2016) compared to 2014 (March
21,2014-March 20,2015).""'? Based on the approved program,
copayments for MoHME affiliated hospitals inpatient services
must be limited to 10% for residents of the medium and
large cities and 5% for nomadic people and residents of rural
regions, and small towns (with population less than 20000).

Why This Set of Programs Was Chosen?

Most of these reforms are based on the fifth 5-years national
development plan' and aim to improve the following areas:
notable percentage of uninsured individuals (around 17% in
2010),"'¢ inequitable health financing with a fair financing
contribution index (FFCI) of 0.832, OOP payments of more
than 50% and around 2.5% catastrophic payments"'*'7° and
even more pessimistic estimates for FFCI and catastrophic
payments in local studies.”"** Also, there is evidence of the lack
of sustainability of medical specialists in deprived areas,” high
rate of caesarian sections”** and high amounts of informal
payments.” Employer-sponsored health insurance systems in
Iran were not able to equally protect people from catastrophic

payments.” On the other hand, previous interventions such
as the Urban Inpatient Insurance Scheme (launched in 2000)
and the Rural Health Insurance Scheme (launched in 2005)
had regressive impacts on the distribution of healthcare
financing in Iran.*%*

Challenges and Potential Solutions

The reforms resulted in extensive social reaction, especially
in public and social media, and professional feedbacks.
Based on the monitoring reports of the National Institute of
Health Research, it seems that general population are satisfied
with most of the HSEP components and the satisfaction
has increased slightly during the first year of the program.*
Another study reported a lower satisfaction of patients in
an academic hospital in Tehran after launch of HSEP which
can be related to increased number of clients without a
proper increase in the number of staff and other resources.”
Increasing coverage of basic health insurance and decreasing
OOP payments are expected to increase access to healthcare,
especially in underserved population, and decrease
inequalities in healthcare utilization.”

It is too early to conclude, but at least during the first months
after implementation, annual growth of consumer price index
(CPI), from March 2014 to March 2015, for health services is
still higher than CPI for all items (33.2% vs. 16.2%), somewhat
similar to CPI growth rates from March 2013 to March 2014.
which means that share of health from total consumers’
market basket has not been decreased.” This might be due
to the fact that a relatively small percentage of the population
need inpatient services during a year and the most important
components of OOP payments are medications/equipment
and outpatient services (around 40% and 34%, respectively).”
However, the program is expected to be more successful in
decreasing catastrophic payments, because inpatient service
utilization is the most important factor associated with facing
catastrophic health expenditures in Iran.*

To increase fairness, the financial contributions of people for
new interventions should be progressively correlated with
their income and wealth. This could lead to a positive or
pro-poor redistributive effect and can be achieved through
different interventions such as a designated progressive
tax.” On the other hand, such tax-based sources increase
sustainability of the reform programs. Financial sources
linked to a progressive tax is a key indicator both for fairness
and sustainability of the program.*** This is not an easy to
achieve goal because of the high rate of tax evasion and size of
the underground economy in Iran,* however, policy-makers
and managers should define specific objectives to gradually
replace current sources of HSEP by other sources that are
progressive. Current combination of rules and regulations
for direct and indirect taxation in Iran, provides a basic
infrastructure for this transition and economic situation of
the country (during the international economic sanctions
period) has changed attitudes in favor of progressive taxation.
Ignoring this key element in the previous interventions
such as the Urban Inpatient Insurance Scheme and the
Rural Health Insurance Scheme led to regressive impact on
healthcare financing.”” On the other hand, HSEP changes
raised concerns about the economic burden of the program
on the public budget and sustainability of the program in the
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following years."”” Some experts believe that MoHME should
focus and invest on PHC and preventive programs (which
are more efficient for increasing population health) instead
of spending most of the new financial sources on therapeutic
and hospital services.”

As expected, introduction of new approved RVUs of the
individual health services,' at the third phase of HSEP, were
among the most challenging parts of the reforms program;
it was accompanied by an official increase in the national
tariff units toward more realistic amounts and a concurrent
rigorous control over informal payments to the providers.
These changes led to a generally higher satisfaction in medical
specialists who work in the governmental hospitals compared
to the other healthcare personnel and other hospitals.?®
There are several groups of healthcare professionals who
are somehow disappointed: some of the medical specialists
have technical concerns about RVUs of specific procedures
and services in their field of work and claim that they are not
properly related to level of expertise, stress, time and effort
of practitioners®; however, it is hard to differentiate real
technical concerns from conflicting interests. A group of
medical specialists are dissatisfied with new RV Us and tariffs,
because they are not enough to compensate their income
loss after increasing control over informal transactions.
Since this reason cannot be stated frankly, they exaggerate
other shortcomings and try to stop or revert this part of
the program. Other healthcare providers, such as registered
nurses and general practitioners (nonspecialist medical
doctors), feel and claim that recent changes have unfairly
widened the income gap between specialist doctors and other
healthcare providers.” Moreover, a combination of decreased
OOP payments and increasing quality of care in hospitals
affiliated with MoHME (as claimed) might indirectly affect
private hospitals which have already been impacted by
increased control over the informal transactions. These are all
powerful opponents that could influence sustainability of the
plan. Policy analysis, even at this phase, can help the designers
to find less painful strategies for the decision-makers to
establish and continue reforms. Real technical concerns
must be responded to properly, and fixing technical issues is
necessary to establish reforms smoothly.

We conclude that a stepwise increase in progressive financing
is a key factor both for equity of financing and sustainability
of HSEP. Real technical concerns of stakeholders should be
addressed through proper and efficient revision(s) such as
redefining and improving insurance-provider transaction
process. Nontechnical statements which have roots in
conflicting interests should be detected and responded by
clarification and providing transparent information. Strict
monitoring of the reform process, evaluating the results and
transferring of findings to the stakeholders and general public
are necessary. An accurate policy analysis for the continuation
of the program components and new revisions/interventions
can facilitate the process. All the requirements of the HSEP
continuation should be considered properly in the coming
sixth national development plan (2016-2021) in line with the
country general policies on health.
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