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EXECUTIVE SUMMARY
FROM PRIMARY HEALTH CARE TO UNIVERSAL HEALTH COVERAGE: 
THE ROAD TO TRANSFORMATION 

The health system of the Islamic Republic of 
Iran is in transition. The country has long been 
recognized for its innovative approaches to prima-
ry health care. Over the past four decades, the 
country’s pro-poor and community-based orienta-
tion has extended access of its population to pri-
mary health care services, especially in rural 
areas. This has contributed significantly to im-
provements in maternal and child health. In the 
21st century, the emerging challenges for the 
country are increasing urbanization, changing life-
styles and an evolving epidemiological burden. 
The health sector is developing rapidly with more 
public resources as well as a growing private sec-
tor. The expectations of the population are in-
creasing with demands for more health services, 
more choice and better quality of care.

The health financing landscape of the Islam-
ic Republic of Iran is evolving. Total current 
health expenditure has been increasing, repre-
senting 8.1% of gross domestic product in 2016. 
Moreover, since 2010, general government health 
expenditure has also been steadily increasing, 
such that its share of total expenditure has risen 
from 32.4% in 2010 to 54.5% in 2016. Such public 
investment has reversed earlier trends of rising 
private expenditure, much of which was out-of-
pocket (OOP). While the country’s investments in 
its health system are laudable, there is concern 
about the stability and sustainability of public fi-
nancing. The current fiscal environment includes 
high inflation and limited ability to further expand 
the fiscal space for health, and the macro-eco-
nomic outlook remains uncertain in view of the re-
cent re-imposition of sanctions that affect the 
main sources of revenue for the country.

Health is a declared priority for the country’s 
development, and President Rouhani has com-
mitted to ensuring every Iranian citizen has access 
to health care through his signature reform known 
as the Health Transformation Plan (HTP). The HTP 

was launched in 2014, with an additional US$ 3 bil-
lion mobilized in the first year of its implementation. 
Increased public financing in the health system has 
made possible important achievements, including 
the extension of insurance coverage, moderniza-
tion of infrastructure and better compensation of 
health workers.

The Islamic Republic of Iran has extended 
health insurance coverage to a nearly uni-
versal level, with an estimated 95% of the 
population covered by a public health insur-
ance scheme in 2017. This achievement is a di-
rect result of a significant investment made in 
2014 to the HTP, which covered an additional 
6.5 million previously uninsured Iranians in the first 
year to reach 8 million by 2017. The achievement 
is also due to having extended coverage to the 
rural population through an insurance scheme 
established in 2005. The characteristics of the re-
maining uninsured population appear to have 
shifted from the rural poor to the urban poor and 
the near poor, reflecting both the success of the 
rural health service programmes and changes in 
Iranian society with greater urbanization, the 
emergence of urban poverty and an informal la-
bour market.

Financial protection against catastrophic 
and impoverishing health expenditures has 
generally remained stable. During the period 
2007–2015, total OOP payments for health re-
mained stable in real terms; where there were 
slight increases, these were mostly observed in 
richer households. As service utilization rates in-
creased during the same period, this suggests 
that the population is receiving more health ser-
vices for approximately the same level of OOP 
payments. OOP spending on inpatient services 
decreased by an average of 40 439 rials per per-
son per year during the period, indicating greater 
access to such care. Subsidies for medicines in-
troduced in 2011 and 2013 also appear to have 

stemmed any further increase in payments for 
such items. Indicators of financial protection have 
also remained fairly stable. The national incidence 
rate of catastrophic health expenditures1 was esti-
mated to be 3.9% in 2015, with the rate stable for 
the poor and with increases mainly due to spend-
ing by the rich during the period 2007–2015. The 
percentage of the population impoverished2 due 
to OOP payments was estimated at 1.4% in 2015, 
with an average annual percentage point decrease 
of –0.04 during the period 2007–2015.

Institutional reform will have to keep pace 
with the momentum of political commitment 
and increased public financing. Greater ca-
pacity to engage in strategic purchasing of health 
services is needed and would result in significant 
efficiency gains for the Iranian health system. This 
is particularly critical as the country’s generous 
benefit package and the recent extension of cov-
erage to near universal levels have raised concern 
about the sustainability of financing the system. 
Potential efficiency gains could also be made by 
greater pooling of resources across health insur-
ance funds to increase their financial leverage. In 
addition, in view of the growing role of the private 
sector in financing and delivering health services, 
greater engagement, coordination and regulation 
wil l be impor tant. Final ly, development and 
strengthening of dialogue involving all stakehold-
ers will foster consensus about necessary trade-
offs in health investments.

The Islamic Republic of Iran is clearly transi-
tioning from its success in primary health 
care and holds firm on its long-standing 
commitment to universal health coverage.  
A new era of transformation, with the emergence 
of artificial intelligence and big data and the chal-
lenges of curtailing the epidemic of noncommuni-
cable diseases and anticipated population ageing, 
calls for even deeper transformation of the Iranian 
health system. The Islamic Republic of Iran is 

1	 Defined as when OOP payments for health exceed 25% of total household 
expenditure.

2	 At the international poverty line of 2011 purchasing power parity (PPP) 
$5.50-a-day.

committed to investing in its health system for to-
morrow, building modern institutions and initiating 
transformation of its human resources and infra-
structure. In order to do so, the country must, in 
the short to medium term, adjust to the economic 
and fiscal shocks brought about by the recent 
re-imposition of sanctions and, in the long term, 
adjust to the impending cost pressures of its de-
mographic and epidemiological transitions. Main-
taining progress on the road from primary health 
care to universal health coverage is high on the 
country’s development agenda. 



CHAPTER 1
Financial protection and equity  
in health spending

JUSTINE HSU
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KEY MESSAGES

Financial protection and equity in health 
spending are high on the political  

and development agendas of the Islamic  
Republic of Iran. Both health system 
objectives have received attention from  
the highest political office of the President 
and figure prominently in the country’s  
5-year National Development Plans.

During the period 2007–2015, total  
out-of-pocket (OOP) payments for  

health remained stable in real terms at 
approximately 2 million rials per person  
per year. As service utilization rates increased 
over the same period, this suggests that  
the population is receiving more health 
services for approximately the same level  
of OOP payments.

OOP spending on inpatient services 
decreased by an average of 40 439  

rials per person per year during the period  
2007–2015. This reflects prior momentum to 
meeting one of the key priorities of the 2014 
Health Transformation Plan (HTP), which is  
to improve the affordability of and access  
to inpatient services in public hospitals.

OOP spending on medicines increased 
slightly, by 16 198 rials per person per 

year, during the period 2007–2015. Medicines 
comprise nearly half of all OOP payments by 
the poor and a quarter of all OOP payments 
by the rich. Subsidies for medicines introduced 
in 2011 and 2013 appear to have stemmed any 
further increase in OOP payments for such 
items. Continued attention should be paid to 
the pricing of medicines and prescription  
policies and practices.

The rich spend nearly 15 times more OOP 
than the poor, reflecting their greater 

willingness-to-pay and capacity-to-pay for 
health services. It has been suggested that 
such payments are for services that are not 
publicly covered, may be medically 
unnecessary or are accessed in the private 
sector. Policy measures to transform  
OOP payments by the rich into pooled 
prepayments could be considered, together 
with a proposal for entitlement to a 
supplemental and more generous  
benefit package.

OOP payments for health as a share  
of total household expenditure increased 

during 2007–2015, driven by a decrease in 
total overall household spending. This reflects 
a general decline of household living 
standards due to economic sanctions and 
very high inflation rates. Re-imposition of 
sanctions is a concern, and its effect on 
household welfare and spending on health 
should be monitored.

The incidence of catastrophic health 
expenditures, defined as when OOP 

payments for health exceed 25% of total 
household expenditure, was 3.9% in 2015. 
During 2007–2015, the rate increased slightly, 
with an average annual percentage point 
change of 0.1 but remained stable for 
the poorest.

The incidence of impoverishing health 
expenditures, defined as when OOP 

payments for health push a person below  
a poverty line, has remained low during  
2007–2015. At the 2011 purchasing power 
parity (PPP) $5.50-a-day poverty line, the 
incidence rate was 1.4% in 2015, with an 
average annual percentage point decrease  
of –0.04 during 2007–2015.

Analysis of equity in the distribution of 
household contributions to the health 

system suggests that premiums paid to 
private health insurance and OOP payments 
paid directly to providers are progressive, 
with the rich paying proportionally more than 
the poor. This can be attributed to the 
generous benefit package such that the poor 
are protected from paying OOP for needed 
services. In addition, wealthier people are 
more likely subscribe to complementary 
private insurance or pay OOP for perceived 
better quality in the private sector. Premiums 
paid to public health insurance funds were 
either progressive or proportional, and  
their degree of equity will likely improve 
given the recent removal of caps on 
insurance contributions.

As part of the HTP, many policies were 
implemented in 2014 to reduce OOP 

payments for health and improve financial 
protection and equitable financing  
(e.g. banning informal payments, reducing 
co-payments). The data used in this analysis 
pre-date those initiatives. As such, results  
of this analysis serve as a baseline and as 
motivation for the Islamic Republic of Iran  
to ensure that it has placed itself on the right 
path to improving financial protection and 
equity in health spending.
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INTRODUCTION

Financial protection and equity in health spending 
are key health system goals of governments world
wide. Financial protection means that people who 
pay out-of-pocket (OOP) to obtain the health ser-
vices they need are not exposed to undue finan-
cial hardship (1–5). It is a key health system objec-
tive and also an important dimension of universal 
health coverage (UHC), an official target for health 
in the Sustainable Development Goals (SDGs) 
(6,7). Equity is a related health system objective, 
and a key principle is that health should be financed 
according to ability-to-pay (8). In the Islamic Re-
public of Iran, the objectives of financial protection 
and equity in health spending have commanded 
attention at the highest levels, notably in the office 
of the President (9).

The Islamic Republic of Iran has recently intro-
duced several policy initiatives to improve financial 
protection and equity in health spending. These 
initiatives are based on objectives set out in the 
country’s consecutive 5-year National Develop-
ment Plans (NDPs) covering the period 2005–
2021, which include reducing inequality in the dis-
tribution of health expenditures, reducing OOP 
payments to less than 30% of total health spend-
ing and reducing the incidence of catastrophic 
health expenditures to less than 1.0% (10–12). To 
meet these objectives, the Ministry of Health and 
Medical Education (MoHME) has implemented a 
number of health financing policy interventions, 
many of which are part of wider reforms of the 
Health Transformation Plan (HTP). Key policy initia-
tives undertaken during the past 25 years include 
(13–15):

•	 1994: Enactment of a Universal Health Insurance 
Act, resulting in creation of the Medical Services 
Insurance Organization (now known as the Iran 
Health Insurance Organization)

•	 2005: Launch of basic health insurance for 
populations in rural areas, with premiums subsi-
dized by the government

•	 2007: Merger of benefit coverage policies into a 
unified package of services provided by all pub-
lic insurers

•	 2011: Subsidization of medicines both directly to 
manufacturers and, from 2013, indirectly to 
public health insurance funds in order to increase 
the affordability of imported essential medi-
cines, especially those for special, incurable 
and chronic conditions

•	 2012: Merger of various basic health insurance 
schemes under the newly constituted Iran Health 
Insurance Organization (previously the Medical 
Services Insurance Organization)

•	 2013: An increase by more than 70% in real terms 
of public financing for health, from 109 071 billion 
rials in 2010 to 186 465 billion rials in 2016

•	 2014: Introduction of legislation to eliminate infor-
mal (“under-the-table”) payments

•	 2014: Reduction of co-payments for inpatient 
services in public hospitals from 33% to 10% in 
urban areas and 5% in rural areas

•	 2014: Elimination or reduction of co-payments 
for treatment for specific rare and/or chronically 
disabling diseases or conditions

•	 2014: Provision of free natural childbirth ser-
vices in public hospitals

•	 2014: Introduction of policies to eliminate refer-
ral of patients in public hospitals to purchase 
medicines, medical supplies and diagnostic 
services in outpatient facilities, which required 
OOP payments

•	 2014: Updating of the relative value units of 
health services to better reflect the cost of ser-
vices provided, thereby regularizing physicians’ 
payments and stemming the practice of de-
manding informal payments from patients

•	 2014: Extension of basic health insurance cov-
erage to the remaining uninsured population, 
with premiums subsidized by the government

It is clear that the Islamic Republic of Iran has 
taken important initiatives, especially in recent 
years, to extend insurance coverage and improve 
financial protection for its population. While these 
are to be applauded, in order to maintain 

momentum towards UHC, the country should take 
stock of what has been achieved to date, highlight 
the opportunities created by recent efforts and 
identify emerging challenges. This chapter ad-
dresses key questions: To what extent have levels 
of OOP payments for health been reduced and fi-
nancial protection improved? To what degree is 
the system financed equitably?

The overall aim of this chapter is to assess financial 
protection and equity in health spending in the Islamic 
Republic of Iran over the period 2007–2015, relying 
on data obtained from the Household Income and 
Expenditure Survey (Box 1.1). The specific objectives 
of the chapter are:

•	 To analyse how total household OOP spending 
on health has evolved over time, including 
breakdowns by type of health service or good 
and by different equity stratifiers;

•	 To measure the impact of OOP payments on 
household living standards in terms of key indi-
cators of financial protection, i.e. catastrophic 
health expenditures and impoverishing health 
expenditures;

•	 To assess equity in terms of the extent to which 
different sources of household financial contribu-
tions to the health system are related to ability- 
to-pay; and

•	 To assess the extent to which changes in financial 
protection correlated with the timing of key policy 
changes and with household characteristics.

The findings will ultimately be used to inform policy 
options to maximize system levers that would further 
improve financial protection and equity for the 
next phase of health reforms in the Islamic Repu
blic of Iran.

The analysis reported here is based on data 
from nine rounds of the Household Income and 
Expenditure Survey (HIES), which is conduct-
ed annually by the Statistical Centre of Iran 
and which collects information on household 
consumption expenditure on all items, includ-
ing health. HIES is a nationally representative 
survey with a three-staged cluster sampling de-
sign with sample size ranging from 31 283 to 
39 088 households, depending on the survey 
round. To adjust for the effect of inflation, we 
baselined expenditures to the year 2011 using 
annual Consumer Price Indices for all goods 

with rates specific to rural and urban areas to 
also account for spatial price differences. All 
analyses were carried out at the national level 
and sub-national level by key equity stratifiers 
such as area of residence (i.e. urban/rural) and 
socio-economic status (i.e. quintiles based on 
per capita expenditure).

Box 1.1: Household Income and Expenditure Survey
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OUT-OF-POCKET PAYMENTS FOR HEALTH

OOP payments for health are defined as expendi-
tures made by individuals directly to health provid-
ers at the time of receiving a health service or 
good. They include formal cost-sharing (i.e. pay-
ments for the part not covered by a third party, 
such as an insurer) and informal payments (i.e. 
under-the-table payments) but exclude insurance 
premiums (3,16). OOP payments are broadly ac-
knowledged to be the least equitable and the least 
efficient form of financing (17). They tend to be 
disproportionately concentrated among the poor 
rather than the rich and do not allow sharing of fi-
nancial risk across the healthy and the sick, the 
rich and the poor, or the elderly and the young. 
Monitoring changes in the level and distribution of 
such payments is thus crucial. This section exam-
ines trends in OOP payments for health during the 
period 2007–2015 at national and sub-national 
levels and by type of health service or good in 
order to better understand who pays and for what.

During the period 2007–2015, OOP payments for 
health in the Islamic Republic of Iran remained sta-
ble in real terms at an estimated average of 2 million 
rials per person per year (Fig. 1.1a), with an aver-
age annual percentage point change of 0.61. As 
utilization rates for health have increased during 
the same period (Box 1.2), this indicates that the 
population received more services for approxi-
mately the same level of OOP payments. A slightly 
higher rate of OOP spending on health was observed 
by the richest quintile and by urban residents (aver-
age annual percentage point change of 1.2 and 
1.1, respectively) compared to lower (and negative) 
rates of OOP spending by the poorest quintile and 
by rural residents (average annual percentage point 
change of –0.1 and –0.9, respectively). Further-
more, during the period, average OOP spending 
by the rich was 15 times that by the poor, and 
OOP spending by urban residents was nearly 
twice that by rural residents. Higher OOP payments 
by the rich reflect a greater willingness-to-pay and 
capacity-to-pay for health services. It has been 
suggested that such payments are for services that 
are not publicly covered, may be medically unnec-
essary (e.g. cosmetic procedures) or are accessed 
in the private sector (e.g. for perceived better 

1	 Average annual changes were estimated by regressing the variable in 
question on the year of survey.

quality). Lower OOP payments by the poor may 
reflect foregone care, an issue faced by many 
countries (18) and which should be monitored in 
the Islamic Republic of Iran.

Although OOP payments for health were generally 
stable in absolute terms, they increased at a faster 
pace relative to all other household spending. 
Moreover, total expenditure has actually decreased 
as a reflection of a decline in living standards due 
to economic sanctions and very high inflation rates 
(Box 1.3). Thus, OOP payments for health as a per-
centage of total expenditure slightly increased at 
the national level, primarily driven by the rich 
(Fig. 1.1b). This raises the question – which types of 
health services or goods are paid for by the rich 
and by the poor? 
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FIGURE 1.1: 
OOP PAYMENTS FOR HEALTH, 2007–2015  
(IN CONSTANT 2011 RIALS)

Source: Authors’ analysis of data from the Household Income  
& Expenditure Surveys

Progress on financial protection can be 
achieved as the result of specific health poli-
cies (e.g. extending insurance coverage, re-
ducing formal co-payments, eliminating infor-
mal payments) that protect against the adverse 
impact of paying OOP at the point of access-
ing care. However, protection can also appear 
to be seemingly provided as a result of people 
choosing to forgo the care they need because 
they find it unaffordable in the first place. This 
underlines the importance that financial pro-
tection and service utilization should be anal-
ysed in tandem. Improving financial protection 
should not go through the non-utilization of 
services. In other words, service use is a part of 
the pathway to improving financial protection.

In the Islamic Republic of Iran, utilization rates 
for both outpatient and inpatient services have 
increased slightly during the period 2010–2017 
as shown in Table  B1.2-1 for members of the 
two main public health insurance funds. Com-
paring this with total OOP payments for health 
in Fig. 1.1a suggests that the population is re-
ceiving more health services for approximately 
the same level of OOP payments.

In the analysis of financial protection, it is equally 
important to also understand whether individuals 
are accessing services in the first place and 
whether such access is equitable or not. 

Utilization rates for outpatient and inpatient 
services are shown in Fig. B1.2-1 by key equity 
stratifiers. Utilization rates for outpatient ser-
vices were higher for richer and urban resi-
dents than for poorer and rural residents, while 
utilization rates for inpatient services were 
similar across all socio-economic groups. For 
outpatient services, the absolute difference 
between the richest quintile and the poorest 
quintile was 13.0 percentage points, and the 
proportional difference (i.e. the ratio of utiliza-
tion rates of the richest quintile over the poor-
est quintile) was 1.21. In comparison, less in-
equalit ies were observed for inpatient 
services. The absolute difference between the 
richest quintile and the poorest quintile was 
much smaller at 4.0 percentage points, and 
the relative difference was approximately on 
par at 1.04. Thus, access to health services 
showed some inequities in regard to outpa-
tient services but none for inpatient services.

Box 1.2: Service utilization and financial protection

TABLE B1.2-1: 
SERVICE UTILIZATION RATES PER PERSON PER YEAR, 2010–2017
(PERCENTAGE AMONG THOSE WITH UNMET NEED, MULTIPLE RESPONSES ALLOWED)

Source: Authors’ analysis of data provided by the Iran Health Insurance Organization (IHIO) and the Social Security Organization (SSO)

2010 2011 2012 2013 2014 2015 2016 2017

Outpatient department visits 7.6 7.4 7.5 7.3 7.1 7.6 7.9 8.0

Inpatient department admissions 0.10 0.10 0.10 0.10 0.10 0.11 0.11 0.12

Note: The IHIO and SSO covered 95% of the population in 2017.
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FIGURE B1.2-1: 
SERVICE UTILIZATION BY SOCIO-ECONOMIC STATUS, 2015
(PERCENTAGE AMONG THOSE IN NEED OF CARE)

Source: Authors’ analysis of data from the Islamic Republic of Iran’s Health Utilization Survey, 2015
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FIGURE B.1.2-2: 
REASONS FOR FOREGONE CARE, 2015
(PERCENTAGE AMONG THOSE WITH UNMET NEED, MULTIPLE RESPONSES ALLOWED)

Source: Authors’ analysis of data from the Islamic Republic of Iran’s Health Utilization Survey, 2015

How have inflation and the rising costs of 
health services and goods affected household 
standards of living and their purchasing power 
for health services and goods? This question 
can be addressed by analysing the annual rate 
of inflation (measured by Consumer Price Indi-
cesa) against changes in household standards 
of living (proxied by income). If inflation is in-
creasing faster than income, households will 
be negatively affected because, although they 
are earning more, the purchasing power of 
their earnings would be inadequate to offset 
the more rapidly rising consumer prices. The 
effect of rising costs in the health sector can 
also be assessed by comparing the pace of 
inflation for all consumer items with that spe-
cifically for health services and goods.

Fig. B1.3-1 shows that inflation in the Islamic 
Republic of Iran was high and volatile during 
the period 2008–2015, with double-digit 
growth rates. The rates fluctuated from a low 
of 10% in 2009 to a high of 34% in 2013 (likely 
reflecting stronger economic sanctions in 
2012), after which the rate decreased to 11% in 
2015 (likely reflecting market expansion after 
some initial sanctions relief). Inflation has also 
increased much faster than household income, 
which has sometimes had negative real 
growth. Rates ranged from a low of –13% in 
2008 to a high of 3.8% in 2014. The slower 
growth in household income is related to the 
effect of sanctions, low oil prices and the 
2007–2008 financial crisis (19). Furthermore, 
commodity prices rose in response to the 
phased reductions in and redistribution of fuel 
subsidies that started in 2010 (20). To mitigate 
these effects on households, cash transfers 

were provided, initially to all and later by ex-
cluding wealthier households (20,21). While the 
amount of the transfers was initially sufficient 
to balance the additional financial burden im-
posed by rising prices, the amount has re-
mained stable and has thus not retained its 
value because of increases in fuel prices cou-
pled with currency devaluations (20). House-
hold income has therefore been insufficient to 
cope with the rising cost of living in the coun-
try, although the situation improved in 2014–
2015, when the gap between annual rates of 
inflation and income appeared to close. The 
situation is likely to have changed after the re-
cent re-imposition of economic sanctions and 
should be monitored.

Fig. B1.3-2 shows a comparison of the annual 
percentage change of inflation for all goods 
and services with inflation specifically for 
health goods and services in the Islamic Re-
public of Iran. The prices of health care were 
more stable than those for all goods between 
2008 and 2011. However, since 2011, inflation 
for health goods and services has risen more 
sharply, reaching a peak of 39% in 2013 and 
outpacing all other consumer items since then. 
Prices naturally rise when demand increases 
relative to supply. In the Islamic Republic of 
Iran, the main influencing factors include the 
fact that health is high on the country’s devel-
opment agenda, basic health insurance cover-
age was extended and the increasingly ageing 
population requires more care. Other factors 
are technological changes, which tend to be 
linked with more expensive care, shortages in 
the health labour market driving up wages and 
the overall Baumol effect in the sector (22).  

Box 1.3: Household purchasing power for health 

services and goods

The population, especially the poor, may not 
have their need for health services met because 
they face barriers to access. These barriers can 
be due to finding services unaffordable, unavail-
able or unacceptable, resulting in the forgoing of 
health services. 

Fig. B1.2-2 shows the reasons for non-utilization 
of outpatient services, allowing respondents to 
cite multiple reasons. The main reasons cited 

were financial and related to the unaffordability 
of the costs of services, followed closely by the 
lack of insurance coverage. This suggests that 
OOP payments for health are creating a financial 
barrier to access. As such, it would be important 
to monitor levels of unmet need over time and 
reasons underlying foregone care. This should 
be part of the analysis of financial protection in 
order to better develop policy responses.

BOX 1.2 (CONTINUED)

a	 Measure of the change in the price of a defined basket of goods and 
services over a specified time period (e.g. months or year). Changes 
thus reflect a rise or fall in the cost of living.
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FIGURE B1.3-1: 
ANNUAL PERCENT CHANGES IN INFLATION  
AND INCOME, 2008–2015

Source: Authors’ analysis of data from the Household Income  
and Expenditure Surveys and of Consumer Price Indices provided  
by the Statistical Centre of Iran in October 2017
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FIGURE B1.3-2: 
ANNUAL PERCENTAGE CHANGES IN INFLATION  
FOR ALL GOODS AND SERVICES AND FOR HEALTH 
ITEMS, 2008–2015

Source: Authors’ analysis of Consumer Price Indices provided  
by the Statistical Centre of Iran in October 2017
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FIGURE 1.2: 
OOP PAYMENTS BY TYPE OF HEALTH SERVICE OR GOOD, 2007–2015 (IN CONSTANT 2011 RIALS)

Source: Authors’ analysis of data from the Household Income and Expenditure Surveys

In other words, cost is driven by both price 
and quantity. During the past three years, the 
price of health care in the country has grown 
at an average annual rate of 21% while that for 
all goods has grown at an average annual rate 
of 16% – in other words, health prices are ris-
ing about 30% faster.

The average household in the Islamic Republic 
of Iran is negatively impacted not only because 
inflation lowers their standards of living but 
also because rapidly rising prices in the health 
sector further reduces their purchasing power 
for health services. The pattern of these data 
series also carries some important budgetary 
implications because, if decisions on govern-
ment budgets for health are made in relation to 
overall consumer prices rather than health 
care prices, the health sector will be under-
funded in real terms. 

Disaggregating total OOP payments for health by 
type of service or good offers some insight into 
what drives such payments. Fig. 1.2 shows the 
proportion of total OOP payments for inpatient 
services, outpatient services, medicines, ancillary 
care, dentistry and other services or goods during 
2007–2015. Despite some fluctuations over the 
years, OOP payments for inpatient services de-
creased proportionally from 33% in 2007 to 22% 
of total OOP payments in 2015. A reduction in 
OOP spending on inpatient services in public hos-
pitals was one of the priorities of the 2014 HTP, 
and these findings suggest prior momentum to-
wards the desired impact. The decrease, however, 
was offset by a proportional increase in spending 
on medicines from 19% of total OOP spending in 
2007 to 28% in 2011, after which it generally re-
mained stable.

During the period 2007–2015, the average annual 
change in levels of OOP payments for inpatient 
services decreased in absolute terms by –40 439 
rials per person per year, while that for medicines 
increased by 16  198 rials per person per year. 

Subsidies were introduced in 2011 and 2013 to 
improve the affordability of and access to medicines, 
and these appear to have stemmed the rate of any 
further increase in OOP payments for medicines.

While the analysis of OOP payments for health by 
the poorest and by the richest 20% of the popula-
tion during the period 2007–2015 revealed differ-
ent patterns over time, spending on medicines 
was the common driver (Fig. 1.3). On average, the 
majority (43%) of total OOP payments made by the 
poor were for medicines, a quarter (24%) for out-
patient services and over a tenth (14%) for inpa-
tient services. The spending patterns of the poor 
also changed over time, with a general decrease 
in OOP spending on outpatient services and an 
increase in OOP spending on inpatient services in 
both absolute and relative terms. These shifts 
might be indicative of inefficiencies in accessing 
services, whereby the poorest population may 
have increasingly sought treatment in the inpatient 
setting when they could have been treated in out-
patient clinics.

BOX 1.3 (CONTINUED)
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Figure 5.3 b: OOP payments by type of health service in 
selected quintiles, 2007–2015 (in constant 2011 rials)
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Figure 5.3 a: OOP payments by type of health service in 
selected quintiles, 2007–2015 (in constant 2011 rials)
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FIGURE 1.3: 
OOP PAYMENTS BY TYPE OF HEALTH SERVICE OR GOOD FOR SELECTED QUINTILES, 2007–2015  
(IN CONSTANT 2011 RIALS)

Source: Authors’ analysis of data from the Household Income and Expenditure Surveys

The pattern of OOP payments for health by the 
richest quintile shows that they spent approxi-
mately 15 times more OOP in absolute terms than 
the poor and that they spent on different items. 
On average, almost one third (30%) of total OOP 
payments by the richest quintile were for inpatient 
services, followed by a fifth (21%) for dentistry and 
a fifth (20%) for medicines. Decreases in OOP 
payments by the rich for inpatient services over 
time were offset by increases in OOP payments 
for medicines in both absolute terms and as a pro-
portion of total OOP payments. Whereas medi-
cines are the main driver of OOP spending by the 
poor, that of the rich was almost equally driven by 
medicines, inpatient services and dentistry. In ab-
solute terms, the OOP payments made by the 
richest quintile for dental services were approxi-
mately 80 times higher than those by the poorest 
quintile. This suggests that spending OOP for 
dentistry is an expense that the richer are willing 
to pay for as they are not covered well by the 
current benefit packages that are partially publicly 
financed (see Chapter 3).

Given that a high percentage of total OOP spend-
ing is on medicines, further attention to policies 
and practices related to pharmaceutical financing 
is merited. Prior to 2013, individuals were respon-
sible for 60% of all pharmaceutical costs in the 
public sector with the remaining 40% covered by 
insurance funds. In 2013, the MoHME began to 
provide indirect subsidies to the main public 
health insurance funds in order to increase the af-
fordability of imported essential medicines. Sub-
sequently, and based on current co-payment 
rules, individuals are now responsible for 20% of 
all pharmaceutical costs in the public sector; the 
remaining 45% is covered by insurance funds, and 
35% is subsidized by the MoHME. This cost-shar-
ing arrangement is applied to the lowest-priced 
generic products. In addition, regulations intro-
duced in 2014 also aimed to reduce OOP pay-
ments for medicines by eliminating referral of pa-
tients in public hospitals to purchase medicines 
in outpatient pharmacies where they would be re-
sponsible for the full cost.

Policies to reduce the financial hardship imposed  
by medicines appear to have stemmed increases 
in OOP payments for medicines since 2011. Such 
payments, however, still remain high and comprise a 
large percentage of total OOP payments. As such, 
the design and implementation of pharmaceutical 
policies should be reviewed, including physician 
practices in prescribing products that are not on 
the national drug list (typically more expensive im-
ported brands or imported generics) rather than 
cheaper ones manufactured domestically. In addi-
tion, problems in the supply chain may result in 
inadequate provision of medicines to public hospi-
tals. Pricing policies regarding mark-ups for man-
ufacturers, distributors and pharmacies may also 
incentivize the prescription of more expensive 
brands. Finally, weak enforcement of pharmaceu-
tical regulations and the growth of an unregulated 
market in the country also play a role (23). These 
issues should be analysed in more detail to find 
ways for better monitoring and enforcement of pre-
scription policies and practices.
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FINANCIAL PROTECTION IN HEALTH SPENDING

Financial protection is a priority for the Islamic Re-
public of Iran. In order to assess progress on this, 
we measured catastrophic health expenditures 
and impoverishing health expenditures2 to better 
understand the direct financial consequences of 
using health services and paying OOP directly to 
providers when accessing those services (1,2). We 
analysed these indicators over time at national 
and sub-national levels.

CATASTROPHIC HEALTH EXPENDITURES

OOP payments for health are considered cata-
strophic when they exceed a certain percentage 
of total household expenditure or income, where 
the concern is that high levels of spending on 
health can force one to forgo the consumption of 
other essential items (e.g. food). For this analysis, 
catastrophic health expenditures are defined ac-
cording to two standard methods (1,2). In the 
“budget share” approach, OOP spending on 
health is compared with total household expendi-
ture and defined as catastrophic when such 
spending exceeded either 10% or 25% of the total. 
This standard approach is also used to monitor 
progress of the Sustainable Development Goals’ 
indicator 3.8.2 on financial protection (7). In the 
“capacity-to-pay” approach, OOP spending on 
health is compared with total non-food expendi-
ture and spending is identified as catastrophic 
when it exceeded 40%.

Fig. 1.4 shows the incidence of catastrophic health 
expenditures during the period 2007–2015. The 
percentage of the population whose OOP pay-
ments for health are greater than 10% of total ex-
penditure increased from 11.4% in 2007 to 17.0% 
in 2015, with an average annual percentage point 
change of 0.6. This increase was, however, driven 
mainly by the rich as the incidence for the poor 
remained stable. The percentage of the popula-
tion whose OOP payments are greater than 25% 
of total expenditure increased slightly, from 2.9% 
in 2007 to 3.9% in 2015, with an average annual 
percentage point change of 0.1. The percentage 
of the population whose OOP payments exceeded 
40% of non-food expenditure also slightly in-
creased, with an annual average percentage point 
increase of 0.02. As policies to reduce co-pay-
ments for costlier inpatient services were imple-
mented only in 2014, it is expected that related 
OOP payments in future years will decrease, thus 
reducing their catastrophic impact3.

Comparison of the incidence of catastrophic health 
expenditures in rural and urban areas and by quintile 
suggests that area of residence is less of a driver 
than the socio-economic status of the household. 
Results showed similar trends regardless of whether 
the household resided in rural or urban areas. In 
contrast, results showed that the richest quintile 
had a much higher incidence of catastrophic 
health expenditures than the poorest quintile4.

IMPOVERISHING HEALTH 
EXPENDITURES

Financial protection is also concerned with reduc-
ing the impoverishing impact of OOP payments for 
health, which can push a person into or further into 
poverty. Ill health and the costs associated with 
seeking care are among the main reasons for be-
coming poor or remaining trapped in poverty (26). 
The extent to which OOP payments exacerbate 
poverty can be estimated from the proportion of 
the population whose total expenditure was above 
the poverty line before paying OOP for health (i.e. 
total expenditure gross of OOP payments for 
health) but who slipped below the poverty line as a 

result of having made such payments (i.e. total ex-
penditure net of OOP payments for health) (1,2).

Fig. 1.5 shows the percentage of the population 
impoverished using three international poverty 
lines. These poverty lines are expressed per person 
per day and estimated in 2011 Purchasing Power 
Parity (PPP). They correspond to the extreme pov-
erty line of 2011 PPP $1.90-a-day as well as high-
er poverty lines of 2011 PPP $3.20-a-day and 
2011 PPP $5.50-a day. The extreme poverty line is 
popularly used in global monitoring, and the latter 
two poverty lines have been recommended by the 
World Bank for monitoring poverty in lower–middle 
and upper–middle income countries (27).

When impoverishment due to OOP payments was 
measured using the extreme poverty line of 2011 
PPP $1.90-a-day, the incidence rate remained gen-
erally stable and at very low levels (less than 0.1%). 
In 2015, an estimated 0.04% of the population be-
came poor because of OOP payments for health 
(representing an increase in the general poverty 
rate from 0.24% to 0.28% when accounting for 
OOP payments). Using the 2011 PPP $3.20-a-day 
poverty line, the rate of impoverishment was esti-
mated to be 0.4% in 2015 (representing an increase 
in the general poverty rate from 2.4% to 2.8% when 
accounting for OOP payments). Finally, using the 
2011 PPP $5.50-a-day poverty line, the impover-
ishment rate was 1.4% in 2015 (representing an in-
crease in the general poverty rate from 10.9% to 
12.3% when accounting for OOP payments). While 
the rates of impoverishment due to OOP payments 
may seem low, the relative impact of spending OOP 
on health is not negligible. OOP payments in the 
Islamic Republic of Iran increased the number of 
poor by approximately 14% between 2007 and 
2015, which translates into one person in seven liv-
ing below the 2011 PPP $5.50-a-day poverty line 
because of having paid OOP for health.

5

10

15

20

25

0
2007 2008 2009 2010 2011 2012 2013 2014 2015

Figure 5.4 a     
OOP payments for health 

> 10% of total hausehold expenditure

■ National ■ Rural
■ Urban

■ Quintile 1 (poorest)
■ Quintile 5 (richest)

OOP payments > 10% of total household expenditure

FIGURE 1.4: 
INCIDENCE OF CATASTROPHIC HEALTH 
EXPENDITURES, 2007–2015

Source: Authors’ analysis of data from the Household Income  
and Expenditure Surveys

0

1

3

2

4

5

6

7

8

2007 2008 2009 2010 2011 2012 2013 2014 2015

Figure 5.4 b     
OOP payments for health 

> 25% of total hausehold expenditure

OOP payments for health  > 25% of total household expenditure

■ National ■ Rural
■ Urban

■ Quintile 1 (poorest)
■ Quintile 5 (richest)

0

2007 2008 2009 2010 2011 2012 2013 2014 2015

Figure 5.4 c     
OOP payments for health 

> 40% of total hausehold non-food
expenditure

OOP payments for health > 40% of total household non-food expenditure

1

3

2

4

5

6

7

8

■ National ■ Rural
■ Urban

■ Quintile 1 (poorest)
■ Quintile 5 (richest)

2	 These indicators of f inancial protection are wel l-establ ished as evi-
denced by their use in the empirical literature (2,4,5) and adoption in in-
ternational monitoring frameworks (7). Some limitations, however, merit 
mention. These indicators have been criticized by some as they reflect 
only a narrow aspect of f inancial protection related to the negative im-
pact of paying for health as a result of having accessed health services, 
and thus they do not consider that the poor may not find care affordable 
in the first place and may forgo health services (24). Other criticisms are 
that these indicators l ikely underestimate broader adverse ef fects of 
OOP payments given its focus on direct medical costs and exclusion of 
indirect costs, such as those related to transportation to access services 
and the loss of income due to illness (25). Total OOP payments for health 
also do not distinguish between discretionary and non-discretionary 
spending on health. Some OOP payments may be for medically unneces-
sary services, such as plastic surgery or cosmetic dental care. These issues 
should be further investigated.

3	 Co-payment rates for inpatient services in public hospitals were reduced 
in 2014. Any ef fect of the reduction would appear only in expenditures 
made in 2015 and be reflected in the 2016 household survey, which was 
not made available at the time of this analysis.

4	 This is par tly a by-product of the way the indicator is constructed as 
spending more OOP on health will increase total expenditure, which is the 
sum of non-medical and medical expenditures.
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During 2007–2015, impoverishment rates at the 
national level generally remained stable regardless 
of the poverty line used (average annual percent-
age point change of –0.01 using the 2011 PPP 
$1.90-a-day poverty line, –0.02 using the 2011 
PPP $3.20-a-day poverty line and –0.04 using the 
2011 PPP $5.50-a-day poverty line). The poorest 
quintile and rural residents were, unsurprisingly, 
the most affected given their already lower stan-
dard of living. The rates of impoverishment also 
reflect the macro-economic situation, mirroring 
changes in the level of real gross domestic prod-
uct (GDP) which notably decreased between 2010 
and 2012 because of sanctions and subsequently 
rose between 2012 and 2014 after some initial 
sanctions relief (28). The recent re-imposition of 
economic sanctions by the United States makes 
future economic growth uncertain, and effects on 
poverty should continue to be closely monitored.

We also estimated the poverty gap due to OOP 
payments for health in order to measure the depth 
of poverty or the extent to which the population is 
pushed below a poverty line because of OOP pay-
ments for health. This indicator complements esti-
mates of impoverishment due to OOP payments, 
which identify only those who are pushed into 
poverty as a result of making OOP payments and 
not those who were already below the poverty 
line. For those people identified as impoverished 
by OOP spending, the gap is the amount by which 
OOP payments pushed them below the poverty 
line; for those who are already poor, the gap is 
total OOP payments. Table 1.1 shows mean pov-
erty gaps per person per day, in constant 2011 
rials. Gaps were estimated for the entire popula-
tion as well as only for those in poverty. Using the 
2011 PPP $5.50-a-day poverty line, the extent of 
poverty due to OOP payments has fluctuated over 
time. On average, OOP payments increased the 
poverty gap by approximately 120 rials per person 
per day during 2007–2015. When estimating the 
gap among the poor, the mean poverty gap was 
774 rials per person per day across the period.

TABLE 1.1: 
POVERTY GAPS DUE TO OOP PAYMENTS FOR HEALTH, 2007–2015 (PER PERSON PER DAY, CONSTANT 2011 RIALS)

Source: Authors’ analysis of data from the Household Income and Expenditure Surveys

International poverty line 2007 2008 2009 2010 2011 2012 2013 2014 2015

2011 PPP $1.90-a-day

Poverty gap due to OOP 2.4 1.7 2.5 1.4 0.5 0.2 0.5 1.2 0.9

Poverty gap due to OOP, 
among the poor

176 135 146 92 86 200 254 168 257

2011 PPP $3.20-a-day

Poverty gap due to OOP 25 19 25 15 7 6 7 16 13

Poverty gap due to OOP, 
among the poor

558 408 458 388 312 370 292 354 327

2011 PPP $5.50-a-day

Poverty gap due to OOP 159 146 162 124 77 77 90 119 122

Poverty gap due to OOP, 
among the poor

874 809 829 805 716 707 736 729 759

0.0

0.1

0.2

0.3

0.4

0.5

0.6

2007 2008 2009 2010 2011 2012 2013 2014 2015

Figure 5.5 c     
International poverty line of

2011 PPP $1.90-a-day poverty line

International poverty line of 2011 PPP $1.90-a-day

■ National ■ Rural■ Quintile 1 (poorest) ■ Urban

FIGURE 1.5: 
INCIDENCE OF IMPOVERISHING HEALTH 
EXPENDITURES, 2007–2015

Source: Authors’ analysis of data from the Household Income and Ex-
penditure Surveys
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EQUITY IN THE DISTRIBUTION OF HOUSEHOLD 
CONTRIBUTIONS TO THE HEALTH SYSTEM

The analysis in this chapter has thus far focused 
on OOP payments, however households also make 
other contributions to the health system in the form 
of prepayments to various health insurance 
schemes. Such contributions are preferred to OOP 
payments as they allow sharing of risks and tend 
to be better linked to ability-to-pay. This analysis 
assessed the degree to which the distribution of 
various household contributions to the health sys-
tem of the Islamic Republic of Iran were equitable.

The analysis assessed and compared the degree of 
equity in household contributions made to the two 
main public health insurance schemes in the Islamic 
Republic of Iran (i.e. the Iran Health Insurance 
Organization (IHIO) and the Social Security Organi-
zation (SSO)), to private complementary insurance 
schemes and to providers as OOP payments. 
Households also contribute to the health system 
through direct and indirect taxes; however, as many 
taxes are imposed and as data from household 
expenditure surveys on tax contributions were not 

made available, they were not analysed. Although 
this analysis does not cover all household contri-
butions to the health system, it is informative as it 
provides a comparative assessment of how equi-
tably distributed specific sources of household 
financing for the health system are in the country.

In order to assess the extent to which the distri-
bution of household contributions is equitable, 
we estimated the Kakwani index. This index mea-
sures the degree to which people with greater 
ability-to-pay (proxied by total expenditure) pay 
proportionally more for health than those with less 
ability-to-pay. The index ranges from −2 (indicat-
ing severe regressivity, with the poor paying pro-
portionally more for health than the rich) to +1 (in-
dicating strong progressivity, with the rich paying 
proportionally more for health than the poor). An 
index of 0 indicates proportionality, with the poor 
and the rich spending the same proportion of their 
total expenditure on health.

The degree of equity in the distribution of household 
contributions to the health system varies accord-
ing to the type of financing (Fig. 1.6). Contribu-
tions to private complementary insurance appear 
to be the most progressive source of financing in 
the Iranian health system, with an average Kakwani 
index of 0.16 during 2007–2015. This is not unex-
pected as it reflects the fact that richer people 
usually subscribe to private schemes and as 
these schemes in the country provide supple-
mentary coverage.

OOP payments for health in the Islamic Republic 
of Iran were also found to be progressive, with a 
positive Kakwani index of 0.13 averaged over the 
period 2007–2015. In other words, the rich paid 
proportionally more OOP than the poor. This is in 
contrast to many other countries and likely re-
flects the fact that the benefit package in the 
country is generous (see Chapter 3) such that the 
poor are protected from paying OOP for needed 
services, and the rich may pay OOP in order to 
access additional services provided in the private 
sector. The finding that OOP payments were pro-
gressive might also reflect the fact that the poor 
sometimes forgo health services and thus do not 
make any OOP payments, an issue faced by 

many countries (18) and which should be moni-
tored in the country.

Household contributions to the IHIO are increasingly 
made according to ability-to-pay, as shown by a 
rising and positive Kakwani index. This may reflect 
the significant increase in government revenues 
allocated to the health sector, a large portion of 
which was allocated to the IHIO to subsidize cov-
erage for the population living in rural areas and 
the remaining uninsured (see Chapter 2). Finally, 
household contributions to the SSO were found to 
be proportional, with Kakwani indices around 0. In 
other words, SSO contributions made by the poor 
represent the same proportion of their total ex-
penditure as those made by the rich. Proportional-
ity may also reflect the effect of ceilings on contri-
butions, which were only recently removed5, as 
the fixed upper limit would not fully reflect the 
greater ability-to-pay of those in the upper end of 
the income distribution.
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FIGURE 1.6: 
KAKWANI INDICES FOR SELECT HOUSEHOLD 
CONTRIBUTIONS TO HEALTH, 2007–2015

Source: Authors’ analysis of data from the Household Income  
and Expenditure Surveys

Note: Based on the assumption that the entire population could  
contribute to any of the insurance schemes, i.e. the sample is not 
restricted to those who made a contribution.

5	 Until 2017, both insurance funds had an upper limit for premiums. IHIO 
contributions were capped at twice the minimum salary and those to the 
SSO at seven times the minimum salary (as determined annually by the 
Supreme Labour Council of the Islamic Republic of Iran).



HEALTH SYSTEM TRANSFORMATION IN THE ISLAMIC REPUBLIC OF IRAN: 
AN ASSESSMENT OF KEY HEALTH FINANCING AND GOVERNANCE ISSUES

23 24

HEALTH SYSTEM TRANSFORMATION IN THE ISLAMIC REPUBLIC OF IRAN: 
AN ASSESSMENT OF KEY HEALTH FINANCING AND GOVERNANCE ISSUES CHAPTER 1

INFLUENCE OF THE TIMING OF POLICIES  
AND OF HOUSEHOLD CHARACTERISTICS

To understand the extent to which changes in finan-
cial protection correlate with the timing of key policy 
changes or with other household factors, we analy
sed the determinants of catastrophic health expen-
ditures. The analysis was based on a multivariate 
logistic regression using pooled data for all the 
years, an outcome variable of catastrophic health 
expenditures and the following explanatory vari-
ables: year, area of residence of the household 
(i.e. rural or urban), characteristics of the house-
hold head (i.e. sex, insurance status, educational 
level, employment status, literacy, civil status), 
whether at least one household member was 
younger than 5 years and whether at least one 
household member was older than 60 years. The 
year variable was included to capture the associa-
tion of catastrophic health expenditures with time, 
and other variables were included to capture the 
association with household characteristics, either 
as a known determinant of catastrophe and/or as 
a proxy of the need for health services. Results 
were similar across different models in which the 
outcome variable of catastrophic health expendi-
tures was defined using different methods.

Table 1.2 shows the estimated effects of all potential 
determinants of catastrophic health expenditures 
expressed as odds ratios (ORs), which indicate the 
likelihood of such expenditures. The ORs generally 
increased over time as compared to the reference 
year of 2007. This suggests that recent policies 
aimed at improving financial protection are not yet 
leading to desired results, perhaps because they 
take time to “trickle down”. The results also sug-
gest that socio-economic status influences the 
likelihood of having catastrophic health expendi-
tures as those in the richest quintile were signifi-
cantly more likely to be affected6, particularly 
when catastrophe was defined with a higher 
threshold (OR=2.74 at the 10% threshold; OR=9.44 
for the 25% threshold).

Other determinants of catastrophic health expendi-
tures include whether the household is in a rural or 
an urban area and the employment status of the 
household head. With regard to the former, people 
living in rural areas had a higher likelihood of facing 
catastrophe than those living in urban areas 

(OR=1.27 at the 10% threshold; OR=1.53 at the 25% 
threshold). This suggests that the protective effect 
of insurance for rural residents could be further 
improved. With regard to employment status, the 
unemployed were significantly more likely to face 
catastrophe (OR=1.40 at the 10% threshold; 
OR=1.56 at the 25% threshold) than those in em-
ployment. This finding suggests that better informa-
tion should be provided to ensure that households 
understand that entitlement to insurance coverage 
is not exclusively linked to employment status.  
Finally, the composition of the household also in-
fluences the probability of catastrophe. Those 
with an elderly member over the age of 60 years 
(OR=1.33 at the 10% threshold; OR=1.31 at the 
25% threshold) or with a child under 5 years of 
age (OR=1.11 at the 10% threshold; 1.27 at the 
25% threshold) are more likely to be affected. The 
presence of an elderly member in a household as 
a determinant of catastrophic health expenditures 
should be a matter of concern for policy-makers 
as the population of the country is projected to 
age, and as the burden of noncommunicable dis-
eases is likely to increase.

The factors that reduce the likelihood of catastrophic 
health expenditures include the level of education 
of the head of the household, the OR falling to less 
than 1.0 if the household head has a bachelor’s 
degree (OR=0.59 at the 10% threshold; OR=0.34 
at the 25% threshold). Insurance is also a protec-
tive factor against catastrophe (OR=0.88 at the 
10% threshold; OR=0.80 at the 25% threshold)7. 
Certain socio-demographic groups also appeared 
to fare better than others, including households in 
which the head is a female or a student, perhaps 
because these groups also receive other social 
benefits, increasing their ability to pay for and to 
cope with OOP payments for health.

TABLE 1.2: 
ESTIMATED EFFECTS ON CATASTROPHIC HEALTH EXPENDITURES

Source: Authors’ analysis of data from the Household Income and Expenditure Surveys 
 
OR = Odds Ratio    SE = Standard Error    CI = Confidence Interval

*** significant at 1%    ** significant at 5%    * significant at 10% 

OOP payments > 10%  
of total expenditure

OOP payments > 25%  
of total expenditure

OOP payments > 40% 
of total non-food 
expenditure

OR SE CI OR SE CI OR SE CI

Year (reference = 2007)

2008 1.15*** 0.04 1.07 1.23 1.24*** 0.08 1.09 1.40 1.18** 0.08 1.03 1.35

2009 1.26*** 0.05 1.17 1.36 1.26*** 0.09 1.09 1.46 1.22** 0.10 1.04 1.43

2010 1.27*** 0.04 1.19 1.35 1.31*** 0.08 1.16 1.49 1.23*** 0.09 1.07 1.41

2011 1.31*** 0.04 1.23 1.40 1.08 0.07 0.94 1.22 0.92 0.07 0.79 1.06

2012 1.30*** 0.05 1.21 1.39 1.15** 0.08 1.01 1.31 1.19** 0.09 1.03 1.38

2013 1.56*** 0.05 1.46 1.67 1.41*** 0.09 1.25 1.60 1.39*** 0.10 1.22 1.59

2014 1.57*** 0.05 1.47 1.68 1.43*** 0.09 1.27 1.62 1.32*** 0.09 1.16 1.51

2015 1.71*** 0.06 1.60 1.83 1.49*** 0.10 1.31 1.69 1.33*** 0.10 1.16 1.54

Insurance status (reference = Not insured)

Insured 0.88*** 0.02 0.85 0.92 0.80*** 0.03 0.74 0.86 0.73*** 0.03 0.67 0.80

Quintile (reference = Q1)

2 1.25*** 0.03 1.19 1.32 1.67*** 0.10 1.49 1.88 1.52*** 0.09 1.35 1.72

3 1.55*** 0.04 1.48 1.63 2.58*** 0.16 2.29 2.91 2.30*** 0.15 2.03 2.61

4 1.92*** 0.05 1.82 2.03 4.12*** 0.26 3.65 4.65 3.56*** 0.23 3.14 4.04

5 2.74*** 0.08 2.59 2.91 9.44*** 0.60 8.34 10.68 8.60*** 0.58 7.54 9.80

Area of residence (reference = Urban)

Rural 1.27*** 0.02 1.23 1.31 1.53*** 0.05 1.44 1.63 2.12*** 0.07 1.99 2.27

Employment status (reference = Employed)

Unemployed 1.40*** 0.03 1.34 1.46 1.56*** 0.06 1.44 1.69 1.55*** 0.07 1.42 1.70

Student 0.83 0.30 0.41 1.68 0.44 0.26 0.14 1.38 0.33 0.27 0.06 1.69

Homemaker 1.34*** 0.11 1.14 1.57 1.46*** 0.20 1.12 1.90 1.24 0.18 0.93 1.64

Other 1.88*** 0.11 1.67 2.11 2.30*** 0.23 1.90 2.79 2.19*** 0.24 1.76 2.72

Marital status (reference = Married)

Divorced 0.82*** 0.03 0.75 0.89 0.70*** 0.05 0.60 0.80 0.75*** 0.06 0.64 0.88

Widowed 0.87 0.08 0.72 1.05 0.88 0.14 0.64 1.21 0.80 0.15 0.55 1.16

Never married 0.75*** 0.06 0.64 0.89 1.17 0.16 0.89 1.53 1.21 0.18 0.91 1.62

Sex (reference = Male)

Female 1.03 0.04 0.94 1.12 0.95 0.07 0.82 1.10 0.88 0.07 0.75 1.03

6	 This is par tly a by-product of the way the indicator is constructed as 
spending more OOP on health will increase total expenditure, which is the 
sum of non-medical and medical expenditures

7	 Our model is naïve and includes health insurance membership as an ex-
ogenous variable. As insurance membership is prone to selection bias, 
the results therefore reflect correlation and not causality 
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WAY FORWARD: FROM EVIDENCE TO POLICY OPTIONS

Education level (reference = Illiterate)

Elementary 0.84*** 0.02 0.81 0.88 0.72*** 0.03 0.66 0.78 0.72*** 0.03 0.66 0.79

Guidance/middle school 0.82*** 0.02 0.77 0.87 0.66*** 0.04 0.59 0.73 0.58*** 0.03 0.52 0.65

High school 0.69*** 0.02 0.65 0.73 0.49*** 0.03 0.44 0.55 0.41*** 0.03 0.36 0.48

Bachelor/university 0.59*** 0.02 0.55 0.63 0.34*** 0.02 0.29 0.39 0.28*** 0.02 0.23 0.33

Post-graduate 0.51*** 0.11 0.33 0.78 0.27*** 0.12 0.12 0.64 0.27** 0.17 0.08 0.91

Don't know 0.91* 0.05 0.82 1.01 0.80** 0.08 0.66 0.97 0.83* 0.08 0.68 1.02

Household composition (reference = No member)

Elderly > 60 years 1.33*** 0.03 1.28 1.39 1.31*** 0.05 1.21 1.41 1.44*** 0.06 1.32 1.56

Child < 5 years 1.11*** 0.02 1.06 1.15 1.27*** 0.05 1.18 1.37 1.30*** 0.06 1.19 1.41

Province (reference = Tehran)

Gilan 2.17*** 0.09 2.00 2.35 2.07*** 0.16 1.78 2.40 2.38*** 0.22 1.99 2.85

Mazandaran 1.39*** 0.06 1.28 1.51 1.36*** 0.11 1.16 1.60 1.27** 0.13 1.04 1.54

East Azerbayjan 1.87*** 0.08 1.72 2.02 2.07*** 0.16 1.77 2.41 2.16*** 0.21 1.80 2.61

West Azerbayjan 1.43*** 0.06 1.31 1.55 1.57*** 0.13 1.34 1.84 1.83*** 0.18 1.51 2.21

Kermanshah 1.41*** 0.07 1.29 1.55 1.19* 0.11 1.00 1.43 1.40*** 0.15 1.13 1.72

Khuzestan 1.20*** 0.06 1.09 1.31 1.37*** 0.12 1.15 1.63 1.67*** 0.17 1.37 2.05

Fars 1.29*** 0.06 1.18 1.40 1.33*** 0.11 1.12 1.57 1.35*** 0.14 1.10 1.64

Kerman 1.72*** 0.07 1.58 1.87 2.49*** 0.21 2.11 2.94 2.84*** 0.28 2.33 3.45

Razavi Khorasan 1.01 0.04 0.92 1.10 1.05 0.09 0.89 1.25 1.27** 0.13 1.04 1.55

Isfahan 1.85*** 0.08 1.70 2.01 1.83*** 0.15 1.57 2.15 1.84*** 0.19 1.51 2.24

Sistan and Baluchestan 0.61*** 0.03 0.55 0.68 0.71*** 0.08 0.57 0.90 0.93 0.12 0.72 1.19

Kurdistan 0.96 0.05 0.87 1.06 1.19* 0.12 0.98 1.46 1.47*** 0.17 1.18 1.84

Hamedan 1.26*** 0.05 1.16 1.37 1.50*** 0.13 1.27 1.77 1.81*** 0.18 1.49 2.20

Caharmahal and Bakhtiari 1.64*** 0.07 1.50 1.78 1.84*** 0.15 1.57 2.16 2.06*** 0.20 1.70 2.49

Lorestan 0.99 0.05 0.90 1.09 1.28** 0.12 1.06 1.55 1.43*** 0.16 1.14 1.78

Ilam 1.39*** 0.07 1.27 1.53 1.87*** 0.17 1.57 2.23 2.03*** 0.21 1.65 2.49

Kohgiluyeh and Boyerahmad 1.19*** 0.05 1.09 1.30 1.17* 0.11 0.97 1.40 1.31** 0.14 1.06 1.62

Bushehr 0.74*** 0.04 0.67 0.82 1.22** 0.12 1.01 1.47 1.44*** 0.16 1.15 1.80

Zanjan 1.15*** 0.05 1.05 1.25 1.08 0.10 0.90 1.29 1.21* 0.13 0.98 1.49

Semnan 1.70*** 0.08 1.55 1.86 1.83*** 0.17 1.53 2.18 1.98*** 0.23 1.58 2.47

Yazd 0.92 0.05 0.83 1.03 1.18 0.13 0.96 1.46 1.21 0.16 0.93 1.57

Hormozgan 1.03 0.05 0.94 1.12 1.54*** 0.13 1.31 1.81 1.89*** 0.18 1.56 2.29

Markazi 1.36*** 0.06 1.24 1.49 1.52*** 0.13 1.28 1.80 1.60*** 0.17 1.30 1.96

Ardebil 1.08* 0.05 0.99 1.19 1.03 0.10 0.86 1.24 1.23* 0.13 1.00 1.52

Qom 1.96*** 0.10 1.78 2.16 2.68*** 0.25 2.23 3.21 2.69*** 0.32 2.13 3.39

Qazvin 0.96 0.05 0.87 1.06 0.90 0.09 0.74 1.11 0.89 0.11 0.70 1.13

Golestan 1.69*** 0.07 1.56 1.82 2.49*** 0.19 2.14 2.90 2.62*** 0.25 2.18 3.15

North Khorasan 1.69*** 0.07 1.56 1.83 2.02*** 0.16 1.73 2.35 2.41*** 0.23 2.00 2.89

South Khorasan 0.43*** 0.02 0.39 0.48 0.44*** 0.06 0.34 0.57 0.47*** 0.07 0.35 0.62

Alborz 0.75*** 0.06 0.64 0.87 0.85 0.13 0.64 1.14 0.70* 0.14 0.48 1.03

This chapter has sought to analyse how OOP 
spending on health in the Islamic Republic of Iran 
evolved during the period 2007–2015, how pro-
tected the population is from financial hardship as 
a result of paying OOP and how equitable is the 
financing of the country’s health system. Based on 
findings, policy levers were identified for further 
improving f inancial protection and equity in  
health spending.

The analysis of OOP payments for health suggests 
that they stabilized during the period 2007–2015, 
at approximately 2 million rials per person per day. 
The finding that OOP payments have remained 
constant when millions of people have become 
newly insured (see Chapter 2) and utilization rates 
for health services have increased suggest that the 
population is receiving more health services for 
approximately the same level of OOP payments.

Nevertheless, while OOP payments for health have 
remained relatively constant, they have increased as 
a share of total household expenditure. This is due 
partly to a decrease in total household spending, 
reflecting a general decline of living standards due to 
economic sanctions and very high inflation rates. 
As such, the re-imposition of economic sanctions 
and the effect this will have on household welfare 
and spending on health should be monitored.

We found that the rich spend approximately 15 times 
more than the poor on health services, reflecting 
their greater willingness-to-pay and capacity-to-pay 
for health services. It has been suggested that such 
payments are for services that are not publicly 
covered, may be medically unnecessary (e.g. cos-
metic procedures) or are accessed in the private 
sector (e.g. for perceived better quality). Policy 
measures could be initiated to transform some 
OOP payments by the rich into prepayments that 
can be pooled across the population. This could 
be achieved, for example, by offering a more com-
prehensive benefit package (e.g. including dental 
services), to which the rich gain entitlement by 
paying a slightly higher premium.

Medicines are an important driver of total OOP 
spending on health in the Islamic Republic of Iran. 
Such payments increased by 16 198 rials per person 

per year during 2007–2015. They represented nearly 
half of total OOP spending by the poor and a 
quarter of total OOP spending by the rich in 2015. 
Subsidies for medicines introduced in 2011 and in 
2013 appeared to have stemmed increases in 
such OOP payments. Nevertheless, attention 
should continue to be paid to pharmaceutical 
pricing and prescription policies as well as the 
market structure, the supply chain and the overall 
regulatory environment. This would be especially 
prudent in light of the re-imposition of sanctions 
and the effect they may have on the availability 
and affordability of medicines. In addition, it can 
be expected that OOP spending on medicines will 
also increase as the burden of noncommunicable 
diseases rises in the country, further imposing 
financial hardship.

The analysis of financial protection during the period 
2007–2015 showed some increases in catastrophic 
health expenditures, although the poorest popula-
tion remained financially protected. The national level 
incidence of catastrophic health expenditures, 
defined as OOP payments for health exceeding 
10% of total household expenditure, was estimat-
ed to be 17.0% in 2015, with an average annual 
percentage point change of 0.6 over 2007–2015. 
The increase was mainly driven by the rich as the 
incidence among the poor has remained stable 
over time. The finding that the rich are more affect-
ed may not be a major concern for policy-makers 
given that this population group seems to have a 
greater willingness-to-pay and capacity to-pay. 
With higher living standards, the rich can more 
easily cope with spending 10% or more of their 
available resources on health.

When catastrophic health expenditures is defined 
as OOP payments for health exceeding 25% of 
total household expenditure, the incidence rate in-
creased only slightly during the period 2007–2015, 
with an average annual percentage point change 
of 0.1. In 2015, the incidence rate was estimated 
to be 3.9% for the entire population, 2.0% for the 
poorest and 7.2% for the richest. In the future, the 
incidence is expected to fall as a result of policies 
implemented in 2014 to reduce co-payments for 
inpatient services.

TABLE 1.2 (CONTINUED): 
ESTIMATED EFFECTS ON CATASTROPHIC HEALTH EXPENDITURES

OOP payments > 10%  
of total expenditure

OOP payments > 25%  
of total expenditure

OOP payments > 40% 
of total non-food 
expenditure

OR SE CI OR SE CI OR SE CI

Notes: The odds ratio (OR) can be interpreted as the percentage increase in the incidence of catastrophic health expenditures compared with that of a 
reference group. For example, an OR of 1.15 indicates a 15% increase as compared with the reference group, and an OR of 0.90 indicates a 10% decrease 
as compared with the reference group.

Diagnostics regarding model specification was assessed with the Hosmer–Lemeshow test, and the results indicate a reasonable goodness of fit.
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In terms of impoverishment due to OOP payments 
for health, the proportion of the population affected 
remains small. Using the 2011 PPP $5.50-a-day 
poverty line, the average incidence rate is approx-
imately 1.5% over the period 2007–2015, with an 
average annual percentage point decrease of –0.04. 
While rates of impoverishment due to OOP payments 
are low, the relative impact of OOP spending for 
health is not negligible. They increased the number 
of poor by approximately 14% during the period, 
which translates into one person in seven living 
below the 2011 PPP $5.50-a-day poverty line due 
to having paid OOP for health.

Although impoverishment due to OOP payments 
for health is generally decreasing, it has fluctuated 
over time: decreasing between 2009 and 2012, 
rising between 2012 and 2014 during the period of 
stronger economic sanctions and decreasing 
slightly between 2014 and 2015 with prospects for 
economic growth due to some sanctions relief. 
The poverty rates inversely reflect changes in real 
GDP per capita (28). With uncertainty about the 
growth of the country’s economy, it remains to be 
seen how this will affect poverty. Poverty due to 
OOP health payments cannot, however, be reme-
died simply by economic growth. Specific actions 
are required to reduce inequalities and better pro-
tect the poor and vulnerable.

The extent to which financing is equitable in the 
Islamic Republic of Iran depends on the type of 
household contribution to the health system. Pre-
miums paid to private insurance funds and OOP 
payments to providers were found to be the most 
progressive sources of financing, with the rich 
paying proportionally more than the poor. This is 
likely due to the fact that the benefit package is 
very generous (see Chapter 3) such that the poor 
are protected from paying OOP for needed services. 
In addition, it is likely the richer who subscribe to 
complementary private insurance and/or are paying 
OOP to access supplementary services that are 
not publicly covered, may be medically unneces-
sary (e.g. cosmetic procedures) or are accessed in 
the private sector (e.g. for perceived better quality). 

With regard to the premiums paid to the public 
health insurance funds, household contributions 

to the IHIO were also assessed as progressive, 
and contributions to the SSO were found to be 
proportional. The degree of equity of contributions to 
either public health insurance fund could be further 
increased by revising their rates (e.g. by collecting 
proportionally more from the rich while offering an 
even more comprehensive benefit package that 
includes supplementary services such as those 
for dentistry) and by better targeting premium 
exemptions (e.g. means testing beyond simple 
geographical targeting). Policy options to further 
increase the progressivity of these sources of fi-
nancing could be explored as population cover-
age increases and benefits are modified.

Our analysis of the determinants of catastrophic 
health expenditures during the period 2007–2015 
suggests a higher likelihood of catastrophe in later 
years, after controlling for other factors. Many of 
the policies that aimed to reduce OOP payments 
and improve financial protection (e.g. banning in-
formal payments, reducing co-payments) were im-
plemented only in 2014 as part of the HTP. The 
data used in this analysis pre-date those initia-
tives. It is too soon to assess the impact of such 
policies as these will undoubtedly take time to 
“trickle down”. The results of this analysis should 
therefore serve as a baseline and as motivation for 
the Islamic Republic of Iran to ensure that it has 
placed itself on the right path to improving finan-
cial protection and equity in health spending.

While extension of insurance coverage and signifi-
cant public investment in the health system are 
laudable initiatives, they might not lead to improve-
ments in financial protection on their own. More 
comprehensive and systemic change is required 
to make progress. Policy actions must be well-
aligned to ensure synergies rather than counter-
active effects. Actions should address population 
awareness about the services that are covered, a 
defined menu of cost-ef fective interventions, 
cost-sharing arrangements, regulation of informal 
fees and balanced-billing practices, gatekeeping 
mechanisms and referral systems, provider payment 
methods, pharmaceutical policies and practices, 
utilization patterns and quality of care. Improve-
ments in financial protection will require careful 

thought about the design and implementation of 
specific health financing policies and will need to 
ensure that these are linked to other policies in the 
broader health system.

Policy options and analyses for making further 
progress in financial protection and equity in health 
spending during the next phase of health reforms 
in the Islamic Republic of Iran are proposed below:

•	 Improve equity and efficiency in revenue collec-
tion by transforming OOP payments made by 
the rich at the time of accessing health services 
into forms of prepayment that can be pooled 
across the population. This could be achieved 
by offering a more comprehensive supplemen-
tary benefit package (e.g. including dental ser-
vices), to which the rich can subscribe at a 
slightly higher premium.

•	 Improve the degree of equity of prepayments to 
the main public health insurance funds by ex-
amining and ensuring that the rates are actuari-
ally sound. An assessment of the effectiveness 
of the current geographical targeting mecha-
nism could indicate whether subsidies are in-
deed reaching the poor or whether there are 
“leaks” to the rich. This may inform consider-
ation of other means-testing mechanisms to 
better target exemptions from premiums to the 
poor and vulnerable.

•	 Improve financial protection by redesigning the 
structure of co-payments. This could include re-
visions to co-payment rates to better account for 
varying ability-to-pay or establishing exemptions 
or protective caps for the poor and vulnerable.

•	 Ensure more efficient consumption of health 
services and goods through a defined menu of 
cost-effective interventions and a harmonized 
mix of provider payment mechanisms to minimize 
perverse incentives and maximize positive in-
centives in the provision of health services.

•	 Improve the effectiveness of policies aimed at 
improving financial protection by ensuring align-
ment with the design of other health system pol-
icies. For example, policies on referrals should 
reduce inef f icient care-seeking patterns in 

accessing and paying for unnecessary care 
and/or care provided at inappropriate and cost-
lier levels, and policies on extra-billing by private 
providers should stem this practice to avoid 
negative effects on the poor.

•	 Further improve the affordability of medicines by 
reviewing pharmaceutical policies and practices. 
This could include an assessment of pricing poli-
cies and strategies (including mark-ups), a review 
physician practices in prescribing medicines, 
and an examination of the supply chain and the 
availability of medicines in public hospitals.

•	 Further improve financial protection by a deeper 
analysis of the drivers of catastrophic and impo
verishing health expenditures. This could in-
clude examining the extent to which OOP 
spending is for essential services compared 
with payments for medically unnecessary ser-
vices and analysing OOP spending made in the 
public sector compared to payments made in the 
private sector. The analysis can leverage recent 
revisions made to the latest household expendi-
ture survey questionnaire in 2016, which now 
collects such information.

The aim of these policy options is to further protect 
the Iranian population from the consequences of 
catastrophic and impoverishing OOP payments 
and to ensure more equitable financing of the 
health system.
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KEY MESSAGES

The Islamic Republic of Iran has extended 
health insurance coverage to a nearly 

universal level. In 2017, an estimated 95% of 
the population was covered by a public 
health insurance scheme. This achievement is 
a direct result of a significant investment 
made in 2014 to the Health Transformation 
Plan (HTP), by which an additional 6.5 million 
previously uninsured Iranians were covered in 
the first year and a total of 8 million by 2017. It 
further builds on the success of extending 
coverage to the rural population through a 
dedicated scheme established in 2005.

The importance of ensuring universal 
access to health care in the country is 

reflected in its constitution, which explicitly 
recognizes health as a fundamental human 
right and underscores the role of insurance 
mechanisms in increasing access and 
financial protection. In addition, the Universal 
Health Insurance Act, passed by Parliament in 
1994, mandated universal coverage and thus 
represents the beginning of the country’s 
drive towards universal health coverage.

The health insurance landscape has evolved 
over 60 years, from its original basis in the 

labour market to gradually extending 
coverage to the entire population. The main 
public health insurance funds were 
established at different points in time, each 
targeting specific population groups. This 
incremental approach has resulted in the 
currently fragmented insurance landscape 
and is at the root of some challenges the 
health system faces today in terms of equity 
and efficiency.

1	 In a law passed recently by Parliament in 2019, the Imam Khomeini Relief 
Foundation was merged with the Iran Health Insurance Organization.

The country currently has four main public 
health insurance funds. The Social 

Security Organization (SSO) and the Iran 
Health Insurance Organization (IHIO) are the 
two largest and cover 52% and 43% of the 
country’s population, respectively. The 
Armed Forces Medical Services Insurance 
Organization (AFMSIO) covers servicemen, 
and the Imam Khomeini Relief Foundation 
(IKRF)1 provides assistance to the means-
tested poor. There are also approximately 
17 smaller semi-public schemes run by various 
state-owned entities. Private insurance funds 
also play a complementary role.

The financial situation of the health 
insurance funds critical to understanding 

how sustainable, efficient and equitable is 
coverage and the related health benefits. 
Policy changes led to laudable increases in 
coverage and also shifted the financial risk 
from consumers to health insurance funds 
due to increases in tariffs and changes in 
cost-sharing arrangements. These changes, 
combined with the provision of a generous 
package, of benefits and current reliance on 
fee-for-service (FFS) payment mechanisms, 
have likely affected the financial sustainability 
of the public health insurance funds and the 
country’s budget for health.

Extension of population coverage has not 
always been supported with comparable 

increases in the revenues of the health 
insurance funds. The sources used to finance 
these funds are complex, and full 
understanding of the sources of revenues, 
expenditures, arrears and reserves is essential 
to ensure the solvency and financial future 
sustainability of the funds. This is particularly 
important for costing health financing policy 
options and assuring the long-run financial 
sustainability and improved performance of 
the health system. 
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INTRODUCTION

Health insurance is critical for improving popula-
tion access to health services that might other-
wise be unaffordable (1,2) and is thus linked to 
one of the principal goals of the health system, i.e. 
financial protection. Health insurance is, therefore, 
an important instrument that contributes to prog-
ress towards universal health coverage (UHC). 
While there is no “one size fits all” model, as insur-
ance can take many forms (e.g. run by govern-
ments, nongovernmental organizations, communi-
ties or private commercial companies), al l 
insurance models broadly comprise the pooling or 
sharing of unpredictable risks among healthy and 
sick individuals facing large unexpected costs for 
needed health services. The pooling of such risks 
in insurance reduces uncertainty and mitigates fi-
nancial barriers because access is made more af-
fordable through prepayments, which should re-
flect the average costs of the entire insurance 
pool. These relatively small payments are made in 
advance by individuals for coverage against the 
financial risk of potential large unexpected costs 
associated with needed health services when ill. 
Pooling of risks allows for cross-subsidization 
among the healthy and the ill, young and elderly 
and, if public or publicly subsidized, rich and poor. 
Pooling is also closely interlinked with the other 
two functions of a health financing system, which 
are raising revenues and purchasing health ser-
vices (see Chapter 3). The levels and sources of 
revenues raised influence the redistributive capac-
ity of pools, and larger pools of resources will in-
crease the purchasing power for health services. 
The pooling of risks therefore fosters more equita-
ble access to health services and better financial 
protection and can also increase the efficiency of 
the health system.

The importance of ensuring universal access to 
health care in the Islamic Republic of Iran is re-
flected in its constitution, which explicitly recog-
nizes health as a fundamental human right and 
underscores the role of insurance mechanisms in 
increasing access and f inancial protection:

“Everyone has the right to health and medical 
treatments through insurance or other means. In 
accordance with the law, the government is 
obliged to use the proceeds from the national in-
come and public contributions to provide the 
above-mentioned services and financial support 
for each and every one of its citizens”.

This commitment to health is also reflected in two 
major pieces of legislation. The first is the Social 
Security Law, approved by Parliament in 1952 and 
amended in 1975, which made it compulsory for 
all workers to obtain insurance coverage from the 
Social Security Organization (SSO) (3). The sec-
ond is the Universal Health Insurance Act, ap-
proved by the country’s Parliament in 1994, which 
formally mandated universal provision of insur-
ance coverage. These legislative acts catalysed 
key policy initiatives, such as the extension of in-
surance coverage to rural areas in 2005 and the 
extension of insurance to the remaining uninsured 
population as part of the Health Transformation 
Plan (HTP) in 2014. As a result of such initiatives, 
insurance coverage was an impressive 95% in 
2017, increases in out-of-pocket (OOP) payments 
for health have been stemmed and utilization rates 
for health services have also increased (see Chap-
ter 1). The Islamic Republic of Iran is one of the 
few middle-income countries to achieve this level 
of coverage.

Key changes in insurance arrangements are as 
follows:

•	 1952: Approval of the Social Security Law and 
creation of the Social Insurance Organization

•	 1975: Amendment of the Social Security Law to 
make it compulsory for all formal sector workers 
to obtain health insurance coverage from the 
Social Security Organization, previously known 
as the Social Insurance Organization

•	 1979: Creation of the Imdad Committee Health 
Insurance (now known as the Imam Khomeini 
Relief Foundation), a charity-based health insur-
ance body providing basic health coverage for 
means-tested poor

•	 1994: Enactment of the Universal Health Insur-
ance Act, which mandated universal insurance 
coverage and resulted in creation of the Medical 
Services Insurance Organization (now known as 
the Iran Health Insurance Organization)

•	 1995: Establishment of the High Council for 
Health Insurance, which was mandated to en-
sure universal access to health insurance and 
given the responsibility for developing health 
policies on population insurance coverage, 
medical tariffs, purchase of health services and 
provider payment methods

•	 2005: Launch of basic health insurance for 
populations in rural areas, with premiums subsi-
dized by the government

•	 2012: Merger of various basic health insurance 
schemes under the newly constituted Iran 
Health Insurance Organization (previously known 
as the Medical Services Insurance Organization)

•	 2014: Launch of the Health Transformation Plan, 
one of the main objectives being to provide 
basic health insurance coverage for all remain-
ing uninsured people, with responsibility assigned 
to the Iran Health Insurance Organization and with 
premiums subsidized by the government

The overall aim of this chapter is to analyse the 
public health insurance arrangements in the Is-
lamic Republic of Iran by assessing key design 
features of the system against recommended fea-
tures for insurance and pooling arrangements 
(Box 2.1) that are known to facilitate progress to-
wards intermediate system objectives of equity, 
efficiency and sustainability and towards the over-
all system goal of UHC with its two dimensions of 
financial protection and service coverage. The 
specific objectives of the chapter are:

•	 To analyse the evolution of the establishment of 
the various health insurance schemes in order 
to understand pooling arrangements and as-
sess the degree of ef f iciency given the 
fragmentation;

•	 To assess current arrangements for each insur-
ance scheme, including the targeted popula-
tions, eligibility criteria, enrolment basis, contri-
bution mechanisms and rates, and benefits and 
cost-sharing conditions; and

•	 To examine changes in population coverage, 
key performance measures of insurance funds 
(e.g. revenue per capita, expenditure per capita, 
outpatient department visits and inpatient ad-
missions) and emerging challenges to the sol-
vency and equitable nature of the funds.

On the basis of this analysis, the chapter presents 
policy options for institutional and financial chang-
es that would render insurance arrangements 
more equitable, efficient and sustainable as the 
Iranian health system moves closer towards UHC. 
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Country experiences reveal seven common 
design features of pooling arrangements that 
facilitate progress toward UHC:

1.	 Mandatory and pre-paid contributions: Fi-
nancial contributions to insurance pools 
should be compulsory and paid in advance 
of accessing care. These features help to 
ensure a sufficient pool of resources with 
which to fund health services and to re-
duce financial risk.

2.	 Weakening the link between contributions 
and entitlements: The link between wage-
based contributions and eligibility for 
health service benefits can result in gaps in 
coverage for people who are not in the la-
bour force. This problem can be addressed 
by greater reliance on general budget reve-
nues from direct and indirect taxes to en-
sure that people not in regular salaried em-
ployment receive benefits.

3.	 Predominant reliance on public financing: 
The government budget is critical for cov-
erage of groups who are unable to contrib-
ute, by subsidizing the costs of services for 
the poor and other vulnerable populations. 
This reflects concern about equity by pro-
viding coverage for people who cannot af-
ford contributions.

4.	 Maximizing redistributive capacity: Consoli-
dating pools or formally sharing risks will in-
crease the ability of health insurance funds 
to cross-subsidize risks, reduce administra-
tive costs and increase efficiency by provid-
ing greater market “clout” for the purchaser.

5.	 Reducing fragmentation: A large number of 
small pools reduces the ability to redistrib-
ute the available prepaid funds, increases 
administrative costs and limits each indi-
vidual insurer’s market penetration. They 
also increase the potential for duplication 
or gaps in membership as well as inequi-
ties with different entitlements. In contrast, 
a smaller number of larger pools helps to 
reduce administrative costs and increases 
market power for purchasing health ser-
vices. Fragmentation can also be reduced 
through a “functional” merger whereby 
policies (e.g. on benefit entitlements, pa-
tient co-payments, provider payment 
mechanisms) are harmonized among insur-
ance funds.

6.	 	Complementary revenue sources: Funds 
from different sources can be combined to 
improve equity. For example, government 
revenues can be combined with payroll 
contributions in order to cross-subsidize 
coverage for vulnerable population groups, 
thereby reducing inequities.

7.	 Preventing risk-selection: Participation in 
pools should be unrelated to an individual’s 
medical circumstances, thus helping to 
avoid gaps in coverage. This feature is par-
ticularly important when an individual can 
choose and/or be allowed to enrol in multi-
ple insurance schemes and would help to 
avoid risk segmentation and adverse selec-
tion which destabilize insurance markets.

 
Source: Authors’ adaptation (4, 5)

Box 2.1: Key features of pooling arrangements that 

facilitate progress towards UHC

EVOLUTION OF THE HEALTH INSURANCE LANDSCAPE 
IN THE ISLAMIC REPUBLIC OF IRAN

The health insurance landscape in the Islamic 
Republic of Iran has evolved continually over 60 
years. The main public health insurance funds 
were established at different points in time, each 
targeting specific population groups (Table  2.1). 
This incremental approach has resulted in the cur-
rently fragmented insurance landscape and is at 
the root of the challenges the health system faces 
today in terms of equity and efficiency.

The groundwork for the current insurance system 
in the country can be traced back to 1952, with 
the establishment of the Social Insurance Organi-
zation. This was later reconstituted as the Social 
Security Organization (SSO) after the amendment 
of the Social Security Law in 1975, which made 
enrolment in the SSO obligatory for people in the 
formal private sector (3). The health insurance sys-
tem in the country was thus originally based on 
the labour market following traditional Bismarck-type 
models. Over the years, coverage by the SSO has 
been extended to the self-employed, non-wage 
earners and other wage earners. SSO is currently 
the largest public health insurer in the country, 
covering an estimated 52% of the population in 
2017 (Table 2.2) and with health expenditure rep-
resenting approximately 27% of the country’s total 
current health expenditure and 49% of general 
government health expenditure in 2016 (6). SSO’s 
revenue comes from contributions from three 
sources: employees, employers and the govern-
ment. In addition to financing health, SSO also 
provides services through its own health centres 
and hospitals to its members free of charge (see 
Chapter 3). Furthermore, SSO maintains a wider 
portfolio of social services, providing pension ser-
vices and benefits in cases of accidents, unem-
ployment and death (3).

Coverage of health services for the country’s 
Armed Forces closely followed establishment of 
the social insurance system. In 1956, Parliament 
passed a legislative act to support provision of 
health services for its servicemen. In 1975, in par-
allel with the reconstitution of the SSO, the Armed 
Forces Medical Services Insurance Organization 
(AFMSIO) was also created. AFMSIO is financed 
by funds from the Ministry of Defence and the 

government. The last available coverage estimate is 
for the year 2012 and indicates 4.8 million members, 
representing 6% of the country’s population (7).

Following the 1979 Iranian Revolution, the princi-
ples of social justice and equity rose to the fore-
front, and pro-poor policies became an integral 
part of the Post-Revolutionary State. With regard 
to health, this resulted in the creation that same 
year of the Imdad Relief Committee Health Insur-
ance, which was later reconstituted as the Imam 
Khomeini Relief Foundation (IKRF), a charity orga-
nization with the broad mandate to provide basic 
social services, including for health, for the poor-
est citizens who were otherwise unable to afford 
the premium payments required to enrol in the 
SSO. Creation of the IKRF was therefore in recog-
nition that previous contribution-based approach-
es to health insurance, which linked coverage to 
employment, resulted in inequities as large parts 
of the population (especially the poor) remained 
uncovered without access to health services. The 
last available estimate for the year 2012 indicates 
that the IKRF provided assistance coverage to an 
estimated 1.2 million primarily poor individuals, 
representing 2% of the country’s population (7).

In 1994, 15 years after the Revolution, Parliament 
approved the Universal Health Insurance Act, 
which represents the beginning of the Islamic Re-
public of Iran’s drive towards UHC. The Act was 
catalysed by a finding that an estimated 60% of 
the Iranian population remained uninsured at that 
time (3). On the basis of this Act, the Medical Ser-
vices Insurance Organization (MSIO), now known 
as the Iran Health Insurance Organization (IHIO), 
was created. Over the years, a number of smaller 
schemes were created within the IHIO, which in-
cluded various schemes targeting specific popu-
lation groups such as nomads and villagers and 
the self-employed, as well as other schemes cov-
ering specific services (e.g. inpatient services). 
Two major extensions under the IHIO were also 
made: in 2005, to cover rural residents and in 
2014, to cover all remaining uninsured people (8,9). 
The IHIO is currently the second largest public 
health insurer in the country, covering an estimat-
ed 43% of the population in 2017 (Table 2.2) and 
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with expenditure representing approximately 15% 
of the country’s current health expenditure and 
27% of public health expenditure in 2016 (6). The 
IHIO’s financing is based on contributions from 
members, employers and the government, with a 
heavy reliance on government budget transfers.

A number of smaller health insurance schemes 
have been created by public employers (e.g. state 
oil companies, national banks, public transport 
operators, the national public broadcasting com-
pany, cooperatives), providing health insurance 
coverage for their employees and dependents (10). 
The number of such schemes has varied over the 
years and was reported to be 30 in 2008 and 17 in 
2016 (10,11). They generally have relatively smaller 
memberships, ranging from less than 100 000 to 
just over 1 million individuals (11) and altogether 
were estimated to represent 3.5% of the country’s 
population in 2012 (7). In addition, these schemes 
have a larger revenue base and therefore offer 
more generous health benefit packages for their 
beneficiaries than the other public funds.

Finally, private health insurance companies also 
play a relatively small but growing role in the coun-
try’s health system. The Iran Insurance Company 
is a cooperation of 26 organizations that provide 
private insurance for largely complementary cov-
erage. The coverage rate of these schemes has 
grown over time, from 7.8 million in 2010 to 12 
million in 2015, suggesting a willingness to pay 
more to access health services that are not in-
cluded in the public benefit package (e.g. dental 
services) or to access services of perceived better 
quality in the private sector. Given the growing role 
of the private sector in the financing system, coor-
dination with the public sector is critical to avoid a 
two-tiered system and escalating expenses.

All health insurance funds in the Islamic Republic 
of Iran are governed to a greater or lesser extent 
by the High Council for Health Insurance (HCHI) 
(see Chapter 3), a decision-making body mandat-
ed by Parliament in 1994 to ensure universal ac-
cess to health insurance. The HCHI is responsible 
for developing policies for population insurance 
coverage, medical tariffs, purchasing health ser-
vices and provider payment methods. The 

decisions taken by the HCHI apply to all public 
and private insurers and providers, although the 
enforcement of such decisions remains unclear.

The health insurance landscape in the Islamic Re-
public of Iran thus currently comprises the four 
main public health insurance funds (i.e. IHIO, SSO, 
AFMSIO and IKRF) and the smaller semi-public 
schemes run by various state-owned entities and 
private insurance funds. Extension of coverage 
was incremental as funds were developed to tar-
get specific population groups. This incremental 
approach has resulted in a fragmented landscape, 
raising concern about inequities and inefficiencies 
in the system. Limited pooling of funds and lack of 
formal cross-subsidization has limited the poten-
tial for risk-sharing and contributes to potential 
gaps in coverage. Limited pooling also contributes 
to inefficiency as multiple smaller funds increases 
administrative costs. The efficiencies that could 
be gained from more pooling could be directed to 
purchasing high-quality services.

Legislation has been enacted over the years to 
address the fragmented configuration of the Iranian 
health insurance system. The initiatives include a 
proposal in 2001 to unify the social security sys-
tem2, although no major physical or functional 
merger actually occurred at that time. In addition, 
a law was passed by Parliament in 2010 that stip-
ulated a structural merger of all public health in-
surance funds (with the exception of the AFMSIO) 
(12). Following this, some smaller insurance 
schemes that provided basic coverage were 
merged under the IHIO in 2012. Since then, no 
other major initiative to pool or formally cross-sub-
sidize risks has been introduced, although some 
coherence in policies has been achieved, notably for 
benefits and cost-sharing (see Chapters 3 and 5).

2	 Following the third 5-year National Development Plan, a Comprehensive 
Organizational Structure of the Social Security System (COSSSS) was 
proposed to Parliament in 2001, which would ensure unified stewardship 
of the social security system. In 2004, Parliament enacted the COSSSS 
and the Ministry of Cooperative, Labour and Social Welfare (then the 
Ministry of Welfare and Social Security) was established and given all 
responsibilities and related authorities in insurance.

CURRENT INSURANCE ARRANGEMENTS

The changes in the landscape of health insurance 
funds have occurred at the same time as other in-
stitutional reforms in the health sector and signifi-
cant changes in the macro-fiscal environment. 
The institutional reforms included legislation man-
dating the extension of insurance coverage and 
health policies, changing the roles and relations 
between purchasers and providers (see Chapters 
3 and 5). Macro-fiscal changes, due to the impact 
of sanctions and volatility in oil prices, resulting in 
high rates of inflation, high levels of unemployment 
and negative economic growth, have affected the 
ability of health insurance funds to sustain cover-
age for a growing and ageing membership base 
and to pay providers for the provision of a gener-
ous benefit package. 

In the Islamic Republic of Iran, a number of insur-
ance schemes are providing coverage to specific, 
sometimes overlapping, population groups. 
Table 2.1 summarizes the target population group, 
definition of eligibility, basis of enrolment, contribu-
tion mechanisms and contribution rates for individ-
uals, employers and the government for each 
health insurance fund. The IHIO provides health in-
surance coverage through four schemes: a contri-
bution-based fund for which enrolment is mandato-
ry for civil servants, a fully subsidized fund for which 
enrolment is automatic for rural residents, a subsi-
dized fund for which enrolment is automatic for 
other socially vulnerable groups, and a fully subsi-
dized fund for which enrolment is voluntary for the 

self-employed and all other populations. Similar to 
the IHIO, the SSO also has four schemes, each 
targeting a specific population group and with 
different revenue bases. Apart from a contribution- 
based mandatory fund for those in the formal pri-
vate sector and temporary civil servants, SSO also 
has three voluntary funds for self-employed workers, 
for non-wage earners and for other wage earners. 
The IKRF provides free coverage assistance for the 
poor; its members differ from those eligible for the 
IHIO scheme for other socially vulnerable groups in 
that IKRF members are means-tested. Finally, the 
AFMSIO is a mandatory fund for servicemen and 
their dependents.
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a	 Contribution rates for those currently employed. Those for retirees are shared, such that 2.0% of the monthly pension is paid by the previous employer, 2.0% 
by the retiree and 3.0% by the government.

b	 Differs from the self-employed covered by the SSO scheme, who are those working part-time in the service industry (e.g. shopkeepers, tailors, hairdressers); 
since the launch of the HTP in 2014, this IHIO scheme covers mainly previously uninsured individuals.

c	 Also includes a small scheme called “Iran insurance” covering fewer than 100 000 individuals for which the monthly contributions was previously shared 50% 
by the individual and 50% by the government. After the HTP and the extension of coverage under the universal scheme, the individual’s share reduced to 15% 
and the government’s share increased to 85%.

d	 Determined annually by the Supreme Labour Council.
e	 Employees with temporary or short-term contracts (i.e. less than 4 years) with governmental organizations.

TABLE 2.1: 
TARGET POPULATION, BASIS OF ENROLMENT AND CONTRIBUTION ARRANGEMENTS  
BY HEALTH INSURANCE SCHEME

Target population  
and definition of eligibility

Basis  
of enrolment

Contribution 
mechanism

Member  
contribution

Employer 
contribution

Government  
contribution

Iran Health Insurance Organization

Civil servants Permanent (current or retired) civil ser-
vants and their dependents

Mandatory Payroll deductions 2.33% of monthly salary 2.33% of  
monthly salarya

2.33% of monthly salary

Rural Residents of rural areas, tribal areas  
or areas with a population of less  
than 20 000

Automatic, based on area  
of residence and registration 
with a rural health centre

Government 
subsidies

0 0 310,000 rials per person per month

Universal The self-employedb or those individu-
als without health insurancec and living 
in urban areas

Voluntary, by registration Government 
subsidies

0 0 310,000 rials per person per month 

Other socially 
vulnerable 
groups

Individuals identified by the State Wel-
fare Organization and Martyrs and Vet-
erans’ Foundation (e.g. martyrs, cler-
gy, the disabled) and university 
students, including their dependents

Voluntary for students;

Automatic for all others 

Monthly premiums 0

For students, the 310,000 rials 
per person per month premium 
is paid 50% by the student and 
50% by the university 

0 6% of the minimum monthly salaryd 

Social Security Organization

Formal private 
sector workers 
and temporary 
civil servantse 

Individuals working for institutions  
governed by the Social Security Law, 
including their dependents

Mandatory Payroll deductions 2% of monthly salary 6% of 
monthly salaryf, g

1% of monthly salary

Self-employed Individuals who have employed workers 
or who are recognised as working by 
the SSO and are not subject to any 
special protective law

Voluntary Monthly premiumsh 310,000 rials per person  
per month

0 0

Non-wage 
earners

Individuals who are not currently  
employed but receiving benefits, not 
more than 55 years old and have a  
record of 30 days contribution payment,  
including their dependents

Voluntary Premiums based 
on declared  
monthly salary

8% of premium 0 1% of premium

Other wage 
earners

Specified groups of wage earnersi Voluntary Payroll deductions 2% of the minimum 
monthly salaryd

3.0–4.8% of minimum 
monthly salaryd,  
depending on the 
groupj

2.2–4.0% of minimum monthly  
salaryd, depending on the groupj

Imam Khomeini Relief Foundation

The poor Individuals whose income is lower 
than 40% of the minimum monthly sal-
aryd and who live in areas with a popu-
lation of more than 20 000 

Voluntary, by registration 
and after means-testing

Government 
subsidies

0 0 6% of the minimum monthly salary

Armed Forces Medical Services Insurance Organization

Servicemen Servicemen (active or retired) and 
their dependents

Mandatory once registered 
in the Armed Forces

Payroll deductions 2.0% of monthly salary 2.0% of 
monthly salary

4% of monthly salary

f	 Concerns health insurance benefits only. The total contribution rate for health insurance plus pensions and other social security benefits is 33% of monthly 
salary of which 7% is paid by the employee, 23% by the employer and 3% by the government.

g	 Contribution rates for those currently employed. Those for retirees are shared, such that 2% of the monthly pension is paid by the retiree, and the remaining 
7% is paid by the SSO.

h	 Members contribute 12–18% of their monthly salary for various social benefits; medical care is optional, and contributions are at a fixed rate per person.
i	 Servants of the mosques and those deprived or in need covered by the Employment and Self-dependency Deputy of Imam Khomeini Imdad Committee; drivers, 

porters and administrators of self-employment and job-creation schemes covered by the Bonyad Shahid; authors, reporters and artists. 
j	 In addition to contributing 1% of members’ minimum monthly salary, the government also partially subsidizes the employers’ share of 6% to the extent of 

20–50%, depending on the group. 
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The diverse arrangements for participating in 
health insurance schemes (i.e. mandatory, auto-
matic and voluntary enrolment) are shown in 
Table 2.1. Mandatory participation is the preferred 
basis for enrolment as it fosters sharing of risks, 
reduces uncertainty and mitigates financial barri-
ers. Mandatory participation also helps to avoid 
adverse selection, which can destabilize the finan-
cial stability of pools over time and potentially lead 
to decreased insurance coverage. It is thus ar-
gued that mandatory participation increases effi-
ciency and equity in pooling arrangements. Man-
datory participation is linked to only three of the 
10 insurance schemes in the country (i.e. the IHIO 
civil servants scheme, the SSO formal sector 
scheme and the AFMSIO), representing 41% of 
population. Automatic participation can be an effi-
cient way of rapidly covering large groups of indi-
viduals who are relatively easily identified by cer-
tain socio-economic characteristics; however, it 
depends on population awareness of the benefits 
to which they are entitled. An automatic basis for 
enrolment characterizes two of the schemes 
under the IHIO (i.e. the rural scheme and the 
scheme for other socially vulnerable groups) and 
the IKRF (i.e. for individuals who are means-tested), 
altogether covering 24% of the population, partic-
ularly in rural areas and the poor. Several schemes 
(i.e. the IHIO universal scheme and three of the 
SSO schemes) are voluntary, comprising nearly 
30% of the country’s population. Voluntary par-
ticipation is widely known to be problematic, 
prone to adverse selection and moral hazard, 
which can lead to financial instability of funds and 
eventually lack of coverage. Voluntary enrolment 
also depends on the population being aware of 
their entitlements. As such, no country has made 
substantial progress toward UHC by relying on 
voluntary participation.

Table  2.1 also shows the various contribution 
mechanisms applied in each scheme (i.e. percent-
age payroll deductions, fixed monthly premiums 
and per capita government subsidies). Payroll de-
ductions create an obvious explicit link between 
contributions and entitlements and are a feature of 
the IHIO civil servants scheme (a 7% payroll de-
duction is shared equally among the employee, 

the employer and the government), and the SSO 
scheme for the formal private sector (a 9% payroll 
deduction is shared with 2% paid by the employ-
ee, 6% by the employer and 1% by the govern-
ment). Deductions consist of a uniform (rather 
than a tiered) percentage applied to salaries, such 
that higher wage earners pay the same proportion 
as lower wage earners. Contributions thus do not 
account for the higher impact of payroll taxes on 
those with lower salaries. Furthermore, until 2017, 
contributions were capped by the IHIO at twice 
the minimum salary and by the SSO at seven 
times the minimum salary. The recent removal of 
such caps should improve the degree of equity in 
financing, as the caps previously limited the col-
lection of contributions from those at the upper 
end of the income distribution. Contributions in 
the form of fixed premiums is the mechanism used 
by the IHIO scheme for other socially vulnerable 
groups. While fixed amounts are simple to under-
stand, a flat rate contribution would be less equi-
table as it would represent a greater proportion of 
the ability-to-pay of the poor than that of the rich. 
Moreover, schemes in which this method is used 
cover poorer individuals. Finally, subsidized contri-
butions are critical for extending insurance cover-
age to people who are otherwise unable to afford 
premiums and are thus important for equity. Pre-
miums are fully subsidized by the government in 
three of the four IHIO schemes (i.e. the rural 
scheme, the universal scheme and the scheme for 
other socially vulnerable groups) and significantly 
support extension of coverage to people in the 
two poorest quintiles and those who live in rural 
areas. With the exception of its scheme for the 
self-employed, SSO’s three other schemes are 
also partially supported by government transfers. 
The degree of equity in the collection of contribu-
tions (see Chapter 1) should improve with the re-
cent removal of caps. Other policy options that 
may be considered are the introduction of tiered 
payroll tax rates and better targeting of subsidized 
premiums under the IHIO rural scheme, given no 
distinction is made between the rural rich and 
rural poor with neither group paying a premium.

BENEFITS AND COST-SHARING ARRANGEMENTS

The policies for benefits and cost-sharing in all the 
public health insurance funds are broadly the 
same (see details in Chapter 3). In addition to an 
essential benefit package of promotional and pre-
ventive public health services, which is free for all 
Iranians, members of the four public health insur-
ance funds also have access to a common health 
insurance benefit package. This package covers 
emergency and curative care, including all general 
and most outpatient and inpatient services and 
generic medicines.

Payments to access the health insurance benefit 
package are based on established tariffs for ac-
cessing services in the public sector, and costs 
are divided among members, health insurance 
funds and the government. The arrangements in 
all the schemes are generally the same such that 
the patient co-payment rate is 10% of the public 
tariff for inpatient services and 30% for outpatient 
services; the remainder is covered by health insur-
ance funds. The exception is the IHIO rural 
scheme, the members of which benefit from a 

lower co-payment rate of 3% for inpatient services 
accessed via the referral system with 2% paid by 
the Ministry of Health and Medical Education 
(MoHME) and 95% by the IHIO. SSO members 
face no costs for services delivered in SSO facili-
ties, where an estimated 40% of SSO-financed 
care is provided. The exception is members of the 
SSO self-employed scheme who are responsible 
for 30% of public tariffs for outpatient services and 
10% for inpatient services, even when accessed in 
SSO facilities. If an SSO member accesses services 
in MoHME facilities, the 10% and 30% rates apply 
for inpatient and outpatient services, respectively. 
For members of both the IHIO and SSO, extra
billing is allowed if insured individuals access 
services from contracted or non-contracted pri-
vate providers. In such cases, they are liable to 
pay the percentage cost-sharing rate of public 
tarif fs plus the dif ference between the private 
and public tarif fs if accessed from contracted 
private providers and the full payment of the 
private tarif f if accessed from non-contracted 
private providers. 
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POPULATION COVERAGE

The number of individuals covered by each health in-
surance fund is shown in Table  2.2 for the period 
2010–2017. Despite some minor fluctuations, the 
table shows a general increase over time with nearly 
universal coverage in 2017. The SSO and IHIO are 
clearly the two largest funds and cover 52% and 43% 
of the country’s population, respectively. Although 
IHIO’s membership decreased slightly during 
2010–2013, a significant increase in coverage of 
17.3% was observed between 2013 and 2014. 
This increase of an additional 6.5 million individuals 
coincided with the launch of the HTP and extension of 
coverage to all remaining uninsured individuals, an 
initiative colloquially known as “Rouhani-care” (13).

In the SSO, coverage levels increased throughout 
the 2010–2017 period. The rate of increase was 
more rapid, at approximately 7% over 2010–2012, 
slowed to 0.1% in 2016 and then increased by 2.3% 
between 2016 and 2017. Some major shifts have 
occurred across some of the SSO’s schemes, nota-
bly from its scheme for the self-employed to its 
scheme for other wage-earners during the last two 
years. This shift will have implications for its revenue 
base (i.e. the other wage earners scheme receives 
some contributions from the government, while the 
self-employed scheme does not) and for its mem-
bers (e.g. other wage earners face no co-payments 
for services provided in SSO facilities while the 
self-employed do).

Coverage by the AFMSIO was approximately 6% of 
the country’s total population in 2012, while that by 
the IKRF was about 2% (7).

Coverage levels are difficult to estimate accurately 
because of the multiple pools and likely duplicate 
coverage, which may arise due to population migra-
tion from rural to urban areas or changes in employ-
ment. Double-counting accounts for the finding that 
total coverage slightly exceeded universal levels in 
certain years. In addition, the small decrease in the 
total population covered between 2016 and 2017 is 
likely due to improvements in administrative systems 
in 2016 and reductions in duplicate coverage, rather 
than to a decrease in insurance coverage. Based on 
administrative data, the country has achieved a nearly 
universal level of coverage with 95% of its population 
covered in 2017. The socio-economic characteristics 
of those populations covered and the small percent-
age of those uncovered vary by scheme (Box 2.2).

The characteristics of those covered by a 
public health insurance fund and those 
that are not are illustrated in Fig. B2.2-1 
based on household survey data from 
2015, the latest year for which data were 
available. IHIO members are primarily in 
the two poorest quintiles and live in rural 
areas, corresponding to the fact that the 
IHIO’s largest scheme is that for rural resi-
dents. SSO  members are in the top three 
richest quintiles and live in urban areas, 
reflecting the fact that its largest scheme 
covers those in the formal private sector. 
Uninsured individuals can be found in all 
socio-economic groups, although the ma-
jority are the poor living in urban areas. 
This finding supports the recent focus on 
extending coverage in peri-urban areas, 
which has been challenging due to internal 
migration and the difficulty of urban plan-
ning where there is relatively less access 
to providers. 

Box 2.2: Who is covered 
and who is not covered?

FIGURE B2.2-1: 
POPULATIONS COVERED AND NOT COVERED  
BY HEALTH INSURANCE, BY QUINTILE  
AND AREA OF RESIDENCE, 2015
(PERCENTAGE WITHIN SOCIO-ECONOMIC GROUP)

Source: Authors’ analysis of data from the Household Income and 
Expenditure Surveys
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TABLE 2.2: 
POPULATION COVERAGE BY PUBLIC HEALTH INSURANCE SCHEME, 2010–2017
(IN MILLIONS AND AS A PERCENTAGE OF TOTAL POPULATION)

Source: Administrative records of individual insurance schemes for the IHIO and the SSO.

2010 2011 2012 2013 2014 2015 2016 2017

Iran Health Insurance Organization

Civil 
servants 6.4 9% 6.3 8% 6.2 8% 6.1 8% 6.0 8% 5.8 7% 5.7 7% 5.0 6%

Rural 23.1 31% 23.5 31% 23.2 30% 23.2 30% 22.9 29% 21.8 28% 22.3 28% 17.9 22%

Universal 4.2 6% 3.9 5% 3.0 4% 2.6 3% 9.1 12% 9.2 12% 8.8 11% 10.5 13%

Other  
socially  
vulnerable 
groups 1.9 3% 1.9 3% 1.9 2% 1.9 2% 1.7 2% 1.6 2% 1.4 2% 1.4 2%

Sub-total 35.6 48% 35.5 47% 34.3 45% 33.8 44% 39.6 51% 38.5 48% 38.2 48% 34.8 43%

Social Security Organization

Formal pri-
vate sector 
and tempo-
rary civil 
servants 25.7 34% 26.0 34% 26.4 34% 26.5 34% 27.4 35% 27.9 35% 27.8 35% 28.7 35%

Self- 
employed 5.5 7% 7.7 10% 9.7 13% 11.1 14% 11.3 14% 12.2 15% 9.2 11% 1.4 2%

Non-wage 
earners 0.5 1% 0.5 1% 0.6 1% 0.7 1% 0.8 1% 0.8 1% 0.9 1% 2.7 3%

Other wage 
earners 0.8 1% 0.8 1% 0.8 1% 0.8 1% 0.8 1% 0.5 1% 3.5 4% 9.5 12%

Sub-total 32.5 44% 35.0 46% 37.5 49% 39.1 50% 40.3 51% 41.4 52% 41.4 52% 42.4 52%

Imam Khomeini Relief Foundation

The poor N/A N/A 1.2 2% N/A N/A N/A N/A N/A

Armed Forces Medical Services Insurance Organization

Service-
men N/A N/A 4.8 6% N/A N/A N/A N/A N/A

Total 
covered 68.0 91% 70.5 93% 77.9 102% 72.9 94% 79.9 102% 79.9 101% 79.6 99% 77.1 95%

Total 
population 74.6 75.5 76.5 77.4 78.4 79.4 80.3 81.2

 Note: Total covered may exceed 100% due to duplicate coverage and double-counting. 
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FINANCIAL ASSESSMENT  
OF HEALTH INSURANCE FUNDS

Understanding of the financial situation of health 
insurance funds is critical to assessing the sus-
tainability, efficiency and equity of the provision of 
coverage and related health benefits. This assess-
ment is particularly important in the Islamic Re-
public of Iran in view of the major policy changes 
implemented as part of the HTP, which resulted in 
large increases in the membership of the public 
health insurance funds, increased tariffs for health 
services, additional benefits provided and increases 
in the costs borne by the public health insurance 
funds and by the government. In addition, these 
policy changes were implemented in the backdrop 
of an uncertain current and future fiscal environ-
ment with rising inflation and limited ability to fur-
ther expand fiscal space for health (14-16). The 
analysis described here consists of a broad com-
parison of key financial and other performance 
data for the two main public health insurance 
funds (i.e. the IHIO and the SSO) to provide an ini-
tial snapshot of changes between 2010 and 2017 
(Table 2.3). A more detailed and comprehensive 
actuarial analysis is strongly recommended to in-
vestigate the issues further, including examination 
of revenue sources, expenditures, arrears and re-
serves in order to understand the solvency and fi-
nancial sustainability of these funds. This would 
be particularly useful given that the design of pro-
vider payments and benefit packages are still pri-
orities on the reform agenda. A more detailed ac-
tuarial analysis will be useful to help cost health 
f inancing policy options and assure long-term 
financial sustainability and improved performance 
of the health system.

The various sources of revenue for the two main 
insurance funds should be analysed to under-
stand the equity and the stability of the various 
revenue streams and complementarity in funding 
sources, whether from government revenues 
(general and earmarked taxes), contributions from 
members (both compulsory and voluntary prepay-
ments), subsidies to support premiums, costs of 
services, pharmaceuticals or infrastructure, and/
or transfers from the subsidy reform and from 
other social welfare organizations. Broadly speak-
ing, tax financing is generally a more reliable 
stream of revenue, although it is still subject to 

governmental budget constraints. Given the un-
certain economic outlook of the country, ensuring 
a steady stream of revenue for health is important, 
particularly in light of anecdotal reports that some 
sources of funds are being retained by the gov-
ernment, resulting in significant arears for the in-
surance funds. The value of payroll contributions 
will likely decrease, given the macro-fiscal envi-
ronment, particularly as wages have been out-
paced by inf lation, which rose to 37.2% in 
2019  (15). Moreover, the sanctions newly re-im-
posed by the United States and the instability of 
global oil markets are likely to adversely affect the 
Iranian economy in the short to medium term. In-
surance contribution rates have changed little 
over time; for example, the current rates for the 
SSO have remained the same as that reported in 
2008 (11). Unique to the county, insurance funds 
have also received funds since 2013 released as 
part of the targeted subsidy reform (i.e. some of 
the funds from the elimination of subsidies to the 
energy and food sectors were redirected to 
health). This source of revenue has, however, 
been reported to be decreasing in recent years 
as the government finds it dif f icult to sustain 
these funds (17).

Concern has been expressed about the sustain-
ability of financing, particularly with the timing of 
policy changes implemented as part of the HTP 
(9,16), the cost drivers inherent in most health sys-
tems resulting from the demographic, epidemio-
logical and nutrition transitions, the Baumol effect 
retarding productivity growth in labour-intensive 
industries and the availability of expensive new 
medical technologies. While HTP resulted in laud-
able increases in coverage, it shifted the financial 
risk from consumers to the health insurance funds 
through increases in tariffs and reductions in pa-
tient cost-sharing. These changes, combined with 
the provision of a generous package of benefits 
and current reliance on fee-for-service (FFS) pay-
ment mechanisms, have likely adversely affected 
the financial sustainability of both the IHIO and the 
SSO. Use of modern, patient-centred, integrated 
care performance systems is an important priority. 
In all financing reforms, a full understanding of the 
balance sheets of health insurance funds in terms 

of expenditures, revenues, reserves, arrears and 
other receivables is essential. For example, the 
IHIO is reported to have received funds from a 
bond issued by the government in 2016 to the 
amount of 77 071 billion rials (equivalent to 85% of 
its revenues that year) in lieu of certain payments 
owed to them, thus suggesting some disruption in 
funding with the government providing funds to 
the IHIO when it is in financial need.

Table 2.3 shows a comparison of key performance 
measures for the IHIO and the SSO for 2010 and 
2017. The SSO spent nearly seven times more on 
health per capita than the IHIO in 2010 and nearly 
four times per capita in 2017. The higher expendi-
ture by the SSO may reflect salary and/or capital 
expenses for SSO-owned health providers or facili-
ties, while the IHIO figure may reflect supply-side 
subsidies to MoHME-affiliated clinics and hospi-
tals. SSO revenues were similar to those of the 
IHIO, although it reported some funds as expect-
ed (i.e. not yet received). The IHIO received nearly 
three times more subsidies per capita than the 
SSO, reflecting the more vulnerable population 

groups it covers as compared to the SSO, whose 
members are mainly in richer quintiles. It thus 
also reflects the Iranian government’s commit-
ment to equity.

In regard to service utilization, members of the 
IHIO made half as many visits as SSO members to 
outpatient departments per person per year (5.1 
and 10.3, respectively), which can be attributed to 
the presence of a referral system in rural areas 
covered by the IHIO and the fact that providers of 
PHC services are paid per capita for IHIO members 
and are largely reimbursed by FFS for SSO members 
(see Chapter 3). It is unlikely that the lower rate of 
visits to outpatient departments is due to inacces-
sibility of facilities in rural areas given the success 
of extending PHC services during the 1980s (see 
Chapter 5). The number (and cost) of inpatient ad-
missions was similar for the two insurance funds, 
at 0.12, or 1 in 9 people admitted overnight. Inpa-
tient admissions were similar for the two health 
insurance funds, although the cost per inpatient 
admission was slightly higher in the SSO.

TABLE 2.3: 
KEY PERFORMANCE MEASURES FOR THE IHIO AND THE SSO, 2010 AND 2017 (IN CONSTANT 2010 RIALS) 

Source: Authors’ analysis of administrative data from the IHIO and the SSO

2010 2017

IHIO SSO IHIO SSO

Expenditure per capita 621,359 4,264,888 1,354,031 5,252,879

Revenue per capita (received) 531,295 3,938,943 1,410,265 4,445,743

Revenue per capita (received and expected) 5,117,695 - 6,906,590

Government subsidy per capita 181,366 70,084 185,944 69,966

Outpatient department (OPD) visits  
per person per year

4.3 11.2 5.1 10.3

Inpatient department (IPD) admissions  
per person per year

0.09 0.10 0.12 0.11

Cost per OPD 32,181 27,409 51,757 38,979

Cost per IPD 3,464,622 4,727,408 5,323,084 6,879,735

Note: Figures do not adjust for case mix utilization nor differences in risk across insurance pools
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WAY FORWARD: ACHIEVEMENTS AND CHALLENGES

This chapter sought to analyse the evolution of 
public health insurance in the Islamic Republic of 
Iran by assessing how key design features of pool-
ing arrangements contributed to achieving the sys-
tem objectives of equity, financial protection, effi-
ciency and sustainability. Noteworthy achievements 
include reaching a nearly universal level of cover-
age and weakening the link between contributions 
and entitlements by greater reliance on public fi-
nancing. The challenges encountered were due to 
fragmentation, concern about sustainability and 
disparities across risk pools.

Similar to the health systems in many other countries, 
the health insurance arrangements in the Islamic 
Republic of Iran have developed over time with 
specific schemes established to incrementally 
cover different segments of the population. This has 
resulted in a fragmented health insurance system 
which limits risk-pooling, affecting equity and fi-
nancial protection. It also likely contributes to 
higher administrative costs and other inefficien-
cies. Options for reducing fragmentation include 
the following: 

•	 Maintain existing insurance arrangements, but 
undertake a functional merger by harmonizing 
policies on entitlements, contributions, benefits 
covered, cost-sharing, or contracting of provid-
ers to ensure coherence across the funds.

•	 Merge or ensure cross-subsidies across schemes 
within the IHIO and across schemes within the SSO.

•	 Merge state-owned insurance schemes (e.g. 
those operated by banks and by broadcasting 
and petroleum companies) and the IKRF under 
the IHIO, given these also tend to rely substan-
tially on the government for funding.

•	 Consolidate all existing health insurance schemes 
to create a single national health insurance scheme.

Concern has been expressed about the sustainabili-
ty of financing, particularly in view of recent policy 
changes and the country’s uncertain macro-fiscal 
outlook. While there has been a laudable increase 
in coverage, the financial risk has shifted from con-
sumers to health insurance funds after increases 
in tariffs and reductions in patient cost-sharing. 

These changes, combined with the provision of a 
generous package of benefits and current reliance 
on FFS payment mechanisms, have raised concern 
about the financial sustainability of funds. Options to 
strengthen the revenue base include the following:

•	 Revise the insurance contribution rates to better 
reflect actuarial soundness.

•	 Consider tiered rather than uniform contribution 
rates. This would result not only in collection of 
more contributions from those with greater abili-
ty-to-pay at the upper end of the income distri-
bution but would also increase progressivity in fi-
nancing as uniform rates do not account for the 
higher impact of payroll taxes on those with lower 
salaries.

•	 Better target receipt of subsidized premiums or 
improve their effectiveness by means-testing. For 
example, currently the rural rich and rural poor 
alike pay no premium.

Equity and financial protection remain key objec-
tives and further progress could be made with op-
tions such as the following:

•	 Develop a risk-adjustment mechanism across all 
payers. Some regulatory framework and stew-
ardship capacity would be required, but this 
would increase equity and spread risks better.

•	 Formally introduce cross-subsidization into a sin-
gle pool at national level or at regional or provin-
cial level, so that costs are shared equally.

•	 Adjust payments to insurance pools retrospec-
tively on the basis of relative risks.

•	 Adjust premiums or payment rates by ability-to-pay 
or through income-related contributions, which 
could be paid into a risk equalization fund.

Addressing these challenges will require alignment 
with purchasing, service delivery and information 
management systems. In addition, they should be 
based on an examination of revenues sources, ex-
penditures, arrears and reserves. Such evidence 
will be useful in costing health financing policy op-
tions and assure the long-term financial sustainabil-
ity and performance of the health system. 
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KEY MESSAGES

There are multiple flows of funds to public 
and private providers from a range of 

sources (i.e. MoHME, IHIO, SSO, households) 
sometimes using different and uncoordinated 
payment methods (e.g. line item budget 
transfers, capitation, FFS, and out-of-pocket 
(OOP)). The architecture of payments should 
be harmonized such that the combination 
of methods minimizes the perverse incentives 
and maximizes the positive incentives of 
each method.

The benefit package is extensive but is not 
necessarily based on cost-effectiveness, 

population health needs, budget impact, 
financial protection or other criteria. In addition, 
its design has not always been accompanied 
by a systematic process based on standard 
criteria, robust data analysis, inclusive 
dialogue and transparent decision-making.

The country is currently developing a plan 
for strategic purchasing, and this should be 

embedded within an overall reform process. 
This would help to ensure alignment between 
purchasing policies and those related to 
revenue raising and pooling, as well as to the 
broader health system (e.g. inclusion of 
aspects of managed or integrated care 
models in service delivery, building more 
effective gatekeeping and referral systems 
and developing an interoperable health 
information system).

Greater engagement in strategic 
purchasing can lead to significant 

efficiency gains, such that the health system 
gets more value for the money spent. This  
is critical in the Islamic Republic of Iran as  
the generous benefit package and the recent 
extension of coverage to near universal levels 
have led to growing concern about the 
sustainability of financing the system. 
Moreover, the country faces a challenging 
macro-fiscal situation with uncertainties 
about the availability of future fiscal space  
for health and impending cost pressures 
given the country’s demographic and 
epidemiological transitions.

The Islamic Republic of Iran has adopted 
some global good practices in purchasing 

and provider payments. For example, the 
country provides a comprehensive benefit 
package that is broadly uniform across its 
four main public health insurance funds, 
covering approximately 95% of the population. 
It has also established a single set of purchasing 
rules for the insurance funds with regard to 
patient cost-sharing, public provider tariffs 
and payment methods.

Nevertheless, the country’s purchasing 
arrangements still have a way to go and 

more efforts are needed to include aspects 
of modern payment systems. Roles are still 
conflated, and the purchaser–provider split 
should be reviewed and further developed. 
Purchasing by insurance funds also needs 
to be better coordinated with supply-side 
subsidies, particularly from the Ministry of 
Health and Medical Education (MoHME) 
and the Social Security Organization (SSO).

The two main public health insurance 
funds, the SSO and the Iran Health 

Insurance Organization (IHIO), remain passive 
payers and not strategic purchasers. Neither 
appears to have the adequate authority or 
the means for more proactive engagement 
in making policy changes for the setting 
of provider tariffs or payment methods. 
They also have limited power in selectively 
contracting service providers.

While the country employs some 
payment methods that create positive 

incentives for efficiency (e.g. capitation 
payments for primary care services), the 
system still relies heavily on open-ended 
fee-for-service (FFS) payments for inpatient 
services. The country should accelerate its 
transition to bundled payment approaches 
with closed-ended budgets for hospital 
services, such as diagnosis-related groups 
(DRGs) with expenditure caps, which could 
be implemented initially in a budget-neutral 
way to avoid disruptions in service delivery.



HEALTH SYSTEM TRANSFORMATION IN THE ISLAMIC REPUBLIC OF IRAN: 
AN ASSESSMENT OF KEY HEALTH FINANCING AND GOVERNANCE ISSUES

55 56

HEALTH SYSTEM TRANSFORMATION IN THE ISLAMIC REPUBLIC OF IRAN: 
AN ASSESSMENT OF KEY HEALTH FINANCING AND GOVERNANCE ISSUES CHAPTER 3

INTRODUCTION

Purchasing of health services and goods is one of 
the three functions of a health financing system 
(1,2). It refers to the way in which funds are allo-
cated to providers to obtain health services on 
behalf of a population. Purchasing is thus closely 
linked to the other financing functions concerned 
with the collection of revenues and the pooling of 
risks (see Chapter 2). The potential for strategic 
purchasing is increased by sufficient resources and 
by equitable and efficient risk-pooling of funds. 
Effective purchasing also requires close coordina-
tion with the broader health system, especially 
service delivery, the health workforce and health 
information systems. Despite its importance, little 
attention is paid to the purchasing function, and it 
has been noted to be the most neglected of the 
three health financing functions (3).

Purchasing can be carried out in a manner rang-
ing from passive to strategic, depending on what 
tools and methods are employed and how they 
are designed. Generally, a passive approach is 
characterized by the allocation of resources 
based on historical patterns and payment for in-
puts of the production process (e.g. infrastruc-
ture, personnel), with no connection to perfor-
mance. In contrast, a strategic approach is 
characterized by the allocation of resources ac-
cording to outcomes (e.g. health or quality of 
care) by considering provider performance, popu-
lation health needs, efficiency or other health sys-
tem objectives. In accordance with global good 
practice for strategic purchasing, strong incen-
tives can be created to improve system perfor-
mance such as increasing allocative and techni-
cal efficiency in the use of resources, quality in 
service delivery, accountability to the population 
and equity in the distribution of resources. Strate-
gic purchasing can therefore be a powerful lever 
to further facilitate progress towards sustainable 
universal health coverage (UHC).

The Islamic Republic of Iran has undertaken several 
reforms for the purchase of health services, but 
these faced challenges both in design and imple-
mentation. The main barriers were governance 
factors, such as the lack of well-defined roles and 
responsibilities and of strong collaboration among 

implementing institutions (see Chapter 5). Purcha
sing therefore remains a priority for reforms in the 
country. The purchasing function continues to be 
carried out passively. While primary care services 
are purchased using capitation methods, inpatient 
services are purchased predominantly using 
open-ended fee-for-service (FFS) payments. There 
are indications that this is driving the overprovision 
of services, resulting in escalating health expendi-
tures. Pay-for-performance methods have been 
pilot-tested, but their design is not well-aligned 
with global good practice as a large proportion of 
bonuses are based on provider characteristics 
(e.g. speciality, level of education) or activity levels 
(e.g. hours worked) rather than on incentivizing 
cost-effectiveness or quality of care.

The Ministry of Health and Medical Education 
(MoHME) plays a major role as both a purchaser 
and a provider, subsidizing provider salaries and 
capital expenses and also delivering services to the 
majority of the population. Many other actors are 
also involved, including those in both the public and 
the private sectors. The payment system is complex, 
with multiple funding streams to public and private 
providers from a variety of sources using different 
methods (e.g. line item budget transfers, capita-
tion, FFS, and out-of-pocket (OOP) payments) (4). 
As a result, strategically orienting the delivery of 
services, particularly influencing providers for 
more efficient use of inputs, remains difficult.

More attention should be paid to how resources 
are used to purchase services in the Iranian 
health system, as current practices have contrib-
uted to an escalation of costs and overspending 
against annual budgets. Between 2000 and 2016, 
the country’s current health expenditure rose 
from 9.7 to 13.4 million rials per capita in constant 
2000 rials (5). While increased expenditure re-
flects the government’s laudable investment in 
the strengthening of its health system, particularly 
linked to its Health Transformation Plan (HTP) (see 
Chapter 5), sustaining this level of spending is a 
major concern (see Chapter 2). This is especially 
in view of the country’s demographic and epide-
miological transitions and its future fiscal situa-
tion (6,7). The significant gains in efficiency that 

could be made with more strategic purchasing 
and provider payment methods are thus of inter-
est and can be seen as a key de facto source of 
untapped “revenue”.

During the past 25 years, the government has im-
plemented a number of initiatives to address chal-
lenges in purchasing policies and practices:

•	 1994: Legislation for the universal provision of a 
set of promotional and preventive health ser-
vices in an essential benefit package

•	 1995: Establishment of the High Council for 
Health Insurance mandated to ensure universal 
access to health insurance with responsibility 
for developing health policies on population in-
surance coverage, medical tariffs, purchasing of 
health services and provider payment methods

•	 1995: Parliament approval of the hospital auto
nomy policy, which granted public hospitals the 
authority to generate revenue through fee-for-
service payments

•	 2005: Split in purchaser and provider functions 
for primary health care services in rural areas 
across all provinces

•	 2007: Merger of benefit coverage policies into a 
unified package of services provided by all pub-
lic insurers

•	 2014: Updating of the relative value units of health 
services to better reflect the cost of services pro-
vided, thereby regularizing physicians’ payments 
and stemming the practice of demanding infor-
mal payments from patients

•	 2014: Pilot-testing the contracting out of primary 
health care services to private providers in 
urban areas in the two provinces of Fars and 
Mazandaran

•	 2015: Pilot-testing of a pay-for-performance 
programme in public hospitals

•	 2017: Parliament approval of a bill preventing 
physicians and medical specialists from engag-
ing in dual practice (i.e. working both in the pri-
vate and public sectors)

This overall aim of this chapter is to examine the 
purchasing and provider payment arrangements 
for health services in the Islamic Republic of Iran. 
Divided into three sections, the chapter focuses 
on the key policy questions: (i) who purchases, (ii) 
what is purchased and for whom and (iii) which 
providers are services purchased from and how 
are they paid. Current arrangements in the coun-
try are compared with global good practice 
(Box  3.1) to identify achievements and assess 
challenges present in the system. The analysis 
draws on evidence from government documents 
and published literature. The specific objectives of 
the chapter are:

•	 To examine institutional arrangements for pur-
chasing, including identifying any governance 
challenges;

•	 To understand current benefit packages, inclu
ding the definition of the entitlements and con-
ditions for population access (i.e. cost-sharing 
and extra-billing) as well as any challenges in 
their design and implementation;

•	 To assess incentives in specific provider pay-
ment mechanisms and how they might interact 
with one another within the overall architecture 
of the country’s payment system; and

•	 To examine alignment of the purchasing func-
tion with other financing functions related to 
revenue-raising and pooling as well as with 
broader system functions of service delivery 
and information management.
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5.	 Use payment methods that create incen-
tives for outcomes, quality and efficiency. 
For example, global budgets, capitation or 
other bundled integrated care methods with 
expenditure caps, as opposed to fragmented 
and unconstrained FFS payment systems.

6.	 Harmonize flows of funds from multiple 
sources so that the combination of payment 
methods minimizes perverse incentives and 
maximizes the positive incentives of each 
method. For example, FFS payment combi
ned with an expenditure cap will encourage 
provider productivity and minimize incen-
tives for inflationary expenditure.

7.	 Design pay-for-performance bonuses based 
on the cost-effectiveness and quality (rather 
than quantity) of care by applying clinical 
process indicators, intermediate outputs 
and/or outcome measures. The methods 
should also form the basis for performance 
feedback to clinical teams and individual 
clinical managers.

8.	 Ensure alignment in the purchasing of health 
services with the other functions of the 
health financing system, such as matching 
with the level of resources available and 
greater pooling for financial leverage and 
economies of scale and scope.

9.	 Adopt the characteristics of modern inte-
grated care, in which provider payments 
centred on the patient, are made to a coor-
dinated network of providers and are based 
on quality and efficiency. These approaches 
thus instill responsibility and incentives for 
both cost and quality and further consider 
aspects of service delivery as the spectrum 
of services is coordinated along the conti
nuum of care.

10.	Strengthen monitoring to be systematic and 
independent. Conduct evaluations of the 
impact on cost, access and quality to en-
sure that system objectives are met. 
Strengthen an interoperable health manage
ment information system such that it links 
data on insurance membership, service use, 
clinical outcomes and financial activity.

Authors’ adaptation (8–11)

Countries have adopted different purchasing 
and provider payment arrangements on their 
path to UHC, and there is no “one size fits all”. 
Nevertheless, country experiences reveal 
common lessons, which form global good 
practices:

1.	 Establish a single payer (or a single set of 
payment rules) to increase purchasing 
power and contractual leverage over provid-
ers, to better influence provider and con-
sumer behaviour and to reduce administra-
tive expenses.

2.	 Create a level-playing field among all pro-
viders by applying the same payment 
method for public and private providers, 
such that services purchased for consumers 
are of the best quality and from the most 
efficient providers. The methods should 
account for both recurrent and capital 
costs. Standards of accountability (e.g. for 
quality of care, efficiency, transparency) 
should be applied to both equally, regard-
less of ownership.

3.	 Recognize that decisions about what to 
purchase and for whom are the outcome of 
a process that is both technical and political. 
The process should involve three activities: 
data analysis of information on population 
health and cost of services conducted in a 
scientifically robust manner and with no con-
flict of interest; dialogue with policy-makers 
to appraise the evidence in consultation 
with a diverse group of stakeholders (e.g. 
government, ministries, providers, insur-
ance funds, and citizens) and transparent 
decision-making based on evidence and 
dialogue.

4.	 Define a benefit package informed by evi-
dence and consideration of criteria such as 
the cost-effectiveness of the intervention, 
the health needs of the population, the 
preferences of the population, the impact 
on the budget and sustainability of the 
health financing system, financial hardship 
for individuals who access the services 
and other principles of equity and ethics.

Box 3.1: Global good practices in purchasing  

and provider payments
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WHO PURCHASES HEALTH SERVICES?

In the Islamic Republic of Iran, health services are 
purchased by a combination of public and private 
institutions. The main public purchasers are the 
MoHME and the four main public health insurance 
funds: the Iran Health Insurance Organization 
(IHIO), the Social Security Organization (SSO), the 
Armed Forces Medical Services Insurance Organi-
zation (AFMSIO) and the Imam Khomeini Relief 
Foundation (IKRF) (see Chapter 2). The MoHME 
purchases public health services directly and pur-
chases personal health services indirectly through 
government subsidies for institutional capital ex-
penses and for individual staff salaries in MoHME 
facilities; the health insurance funds purchase 
mainly personal health services. All the public insti-
tutions purchase mainly from public providers (in-
cluding SSO-owned facilities) but also from con-
tracted private providers. The services they 
purchase cover the vast majority (i.e. 95%) of the 
Iranian population. Private purchasers include pri-
vate health insurance funds, which purchase ser-
vices from the growing sector of private providers, 
mainly for specialty care for richer populations in 
urban areas. Consumers also purchase health ser-
vices through private OOP payments (see Chapter 
1). The purchasing landscape is therefore complex; 
the roles of each purchasing agent overlap, and 
responsibilities are not clearly delineated or suffi-
ciently established. Various governance issues 
have emerged as a result.

The MoHME is the predominant public purchaser 
of health services in the country. It purchases ser-
vices with government funds from various sources, 
including revenue from general taxation, an ear-
marked 1% from value-added-tax (VAT) and a per-
centage of revenues from a national subsidy re-
form in which revenues were redirected from the 
energy sector to the health sector. The MoHME is 
also a major provider of services, which are deliv-
ered through its network of 57 Provincial Medical 
Universities1, comprising public hospitals and 

1	 Provincial Medical Universities were created in 1994. They are responsible 
for medical education and research and for delivering health services in 
their catchment area. To meet these responsibilities, the Universities main-
tain and manage facilities near PHC networks and public hospitals. The 
PHC network delivers PHC services to all individuals in the catchment 
area, both rural and urban. Public hospitals provide acute curative care at 
secondary and tertiary levels.

primary health care (PHC) facilities. There is thus 
long-standing integration of the purchasing and 
providing functions. Other ministries have or are 
still purchasing health services for the population 
(e.g. the Ministry of Cooperatives, Labour and So-
cial Welfare, which purchased services for IHIO 
members when it was under its purview, and the 
Ministry of Defence, which purchases services for 
members of the AFMSIO).

The IHIO is also a purchaser of personal health 
services, predominantly for permanent civil ser-
vants, rural residents, the informal sector, the 
self-employed, and other socially vulnerable 
groups, who represented 43% of the population 
in 2017 (see Chapter 2). Reforms in 2005 sought 
to split the purchaser and provider functions of 
primary care services in rural areas (12), making 
the IHIO responsible for purchasing on a per 
capita basis based on contracts with family phy-
sicians (see Chapter 5). Since then, the role of 
the IHIO has grown significantly under the HTP, 
which mandated the IHIO to ensure universal 
coverage for all Iranians. The IHIO has thus be-
came one of the major financiers responsible for 
paying for health services and is funded from a 
combination of member contributions, employer 
contributions and government subsidies, the lat-
ter representing approximately 60% of its reve-
nue (see Chapter 2).

The SSO is another major purchaser of personal 
health services, covering the health needs of its 
members, who represented 52% of the population 
in 2017 and are mainly in the formal private sector 
but also in self-employment and the informal sec-
tor (see Chapter 2). The SSO purchases second-
ary and tertiary level outpatient and inpatient ser-
vices using two approaches referred to as direct 
and indirect (13). In the direct approach, services 
and goods are purchased and provided directly to 
its members in SSO-owned clinics and hospitals, 
most of which are located in urban areas. In the 
indirect approach, health services and goods are 
purchased from public and private hospitals and 
clinics. In 2017, 40% of SSO financial resources 
for health was spent to purchase services directly 
and the remaining 60% indirectly (see Chapter 2).

In addition, private insurers purchase health ser-
vices for their members that are complementary to 
the public health insurance benefit package. Up 
until the launch of the HTP in 2014, their role was 
reported to be increasing (see Chapter 2), particu-
larly for outpatient care, specialist services and re-
habilitative care. As a percentage of current health 
expenditure, domestic private health expenditure 
(net of OOP payments) made up 8.2% in 2010, in-
creased to 10.4% in 2013 and then decreased to 
6.6% in 2015 (5).

All these institutions are governed to a greater or 
lesser extent by the High Council for Health Insur-
ance (HCHI), which was mandated by Parliament 
in 1994 to ensure universal access to health insur-
ance. The HCHI is responsible for developing poli-
cies on population insurance coverage, medical 
tariffs, purchasing health services and provider 
payment methods. The decisions taken by the 
HCHI apply to all public insurers and providers, but 
their regulation remains unclear. The setting and 
regulation of medical tariffs for the private sector 
was led by the Iranian Medical Council until 2004 
when, based on the fifth 5-year National Develop-
ment Plan (NDP), authority was given to the HCHI. 
Responsibility for designing the benefit package 
was then given to the MoHME from the HCHI in 
2017 following the sixth 5-year NDP, although the 
HCHI still plays an important coordination role.

The HCHI is currently chaired by the MoHME and 
is comprised of 11 other members, including the 
Minister of Finance; the Minister of Cooperatives, 
Labour and Social Welfare; the Vice-President for 
Budget and Planning; the President of Forensic 
Medicine; the managing directors of the IHIO, SSO, 
AFMSIO and IKRF; the Deputy for Social Welfare; a 
parliamentarian from the Health Committee (as an 
observer) and a parliamentarian from the Budget 
and Auditing Committee (as an observer). Although 
the secretariat of the HCHI was moved back and 
forth between the MoHME and the Ministry of Co-
operative, Labour and Social Welfare, its mandate 
has generally remained the same.

According to global good practice, the decisions of 
policy-making bodies, such as the HCHI, should be 
guided by scientific analysis, inclusive consultation 

and transparent decision-making. This is, however, 
not the case and a tendency for the HCHI to make 
decisions without systematic reference to evidence 
has been noted by some (14). For example, deci-
sions on the design of the benefit package have 
been suggested to be made by negotiation among 
interested parties, sometimes under the influence 
of political lobbying (15). Furthermore, the HCHI is a 
policy-making body and not well equipped to also 
function as a technical regulatory agency to en-
force application of its policies.

Various attempts have been made during the past 
three decades to change the purchasing and pro-
vision of health services in the Islamic Republic of 
Iran (see Chapter 5). For example, the purchaser 
and provider relations for inpatient services was 
modified by the Universal Health Insurance Act ap-
proved in 1994, which led to the financial autono-
my of public hospitals a year later (16). The Act 
granted public hospitals the authority to generate 
revenues, changing the payment mechanism from 
line-item budget transfers to FFS (17,18). Hospitals, 
however, reportedly faced serious financial chal-
lenges with difficulty in generating sufficient reve-
nue. In 1996, Parliament thus revitalized an article 
whereby it reverted to covering hospital staff sala-
ries using annual line-item budget transfers but 
leaving FFS still in place such that providers received 
funds from multiple payers (17).

In regard to primary care services, before 2005, 
the MoHME was the sole purchaser and provider 
of primary care services, notably through the 
publicly funded rural health network. In 2005, a 
purchaser–provider split was initiated when the 
IHIO (then known as the Medical Services Insur-
ance Organization) was moved from the MoHME to 
the Ministry of Cooperative, Labour and Social 
Welfare (then the Ministry of Welfare and Social 
Security), establishing the institutional basis for the 
split (12). With this change, funds were no longer 
paid directly to the MoHME but through the nation-
al budget to the IHIO, and providers were no lon-
ger paid monthly fixed salaries but per capita 
through contracts with the IHIO. The aim of this 
reform was to ensure more efficient purchasing of 
primary care services, but the reform suffered from 
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WHAT IS PURCHASED AND FOR WHOM?

A benefit package is a set of health services that is 
guaranteed, either fully or partially, by public funding. 
The package can be thought of as both the entitle
ment (i.e. right) to the health services and the obli-
gations (i.e. responsibilities, such as cost-sharing 
or referrals) to be met by the covered population 
group in order to access the benefits (20).

In the Islamic Republic of Iran, three health benefit 
packages are currently provided to the population 
through the public health system (Table 3.1). These 
differ, with some overlap, in what they cover and 
who they target. The packages are referred to as the 
essential benefit package, the health insurance ben-
efit package and the targeted services package.

The essential benefit package comprises mainly 
promotion and preventive health services: vacci-
nation for children and pregnant women, prenatal 
and postnatal care, monitoring the growth of chil-
dren under 5 years, promotion of nutrition and 
breast-feeding, control of diarrhoeal diseases and 
acute respiratory infections, environmental health 
(water and sanitation), treatment and control of 
endemic diseases such as malaria, screening and 
surveillance of communicable diseases, and pro-
vision of basic curative services and school health 
promotion. These services were selected on the 
grounds of their importance for public health and 
their cost-effectiveness. Such services are pur-
chased by the MoHME, predominantly from public 
providers but also from contracted private provid-
ers, using capitation methods and primarily relying 
on revenue from general taxation and oil revenues. 
Services are provided free of charge to the entire 
population, regardless of their ability-to-pay or 
membership to an insurance fund (i.e. there is 
thus no cost-sharing, and entitlement does not 
depend on premium contributions). The package 
is delivered through public primary health facili-
ties, and delivery is subject to monitoring with re-
gard to the quality of service, volume of services 
and the health status of the covered population.

The health insurance benefit package is mandat-
ed by the Universal Health Insurance Act and 
covers emergency and curative care, including 
general outpatient and inpatient services and ge-
neric medicines. The package was formed in 

2007 after a merger of benefit coverage policies 
with the objective of providing the broadest set of 
services across all the insurance funds, although 
with some exclusions (e.g. cosmetic surgery, ad-
vanced reproductive therapy and most dental 
services). Services are purchased by the four 
main public health insurance funds and provided 
to all registered members, covering approximate-
ly 95% of the population. The package is funded 
by member premiums, employer contributions, 
charitable contributions, and government subsi-
dies. Co-insurance to access these benefits ap-
plies, with patients covering 10% of inpatient ser-
vices and 30% of outpatient services. Extra-billing 
is allowed if an IHIO or SSO member chooses to 
access care outside the public or SSO provider. 
In such cases, the individual is additionally re-
sponsible to pay OOP the higher private sector 
fee, i.e. the difference between the established 
private tariff and public tariff if care is accessed 
from contracted private providers and the full pri-
vate tariff if care is accessed from non-contracted 
private providers. Providers of these services are 
paid predominantly by FFS, and 90 of the most 
frequent surgical services are reimbursed in the 
form of case-based payments.

There is also an extended version of the health in-
surance benefit package which includes addition-
al maternal and child health services and inter
ventions for noncommunicable diseases. This 
package is purchased by the MoHME and the 
IHIO for people in rural areas12 who are members of 
a public health insurance fund. These services are 
funded directly from the government budget and 
are accessible only from public service providers 
at primary care level or by referral. No co-pay-
ments are applied for services provided at primary 
level; however, patients are responsible for 30% of 
the cost of outpatient services and 10% of inpa-
tient services at secondary and tertiary levels. 
Capitation payment is used for services provided 
at primary level and FFS for those provided at 
secondary and tertiary levels. 

2	  Including small towns in deprived areas and informal settlements.

tensions between purchasers and providers and a 
lack of support from health practitioners (12). No 
other attempts were made in this area until 2017, 
when the split was interrupted and the IHIO moved 
back to the MoHME.

ACHIEVEMENTS AND CHALLENGES 

The Islamic Republic of Iran has taken some initia-
tive to change purchasing arrangements to better 
reflect global good practice. First, the country has 
attempted to split the purchaser and provider 
functions in recognition of the important gains in 
doing so. Although the attempts were not all suc-
cessful, important lessons have been learned. 
There is now renewed willingness and even a 
sense of urgency, given concern about escalating 
costs, to change the current passive and integrat-
ed arrangements.

Secondly, establishment of the HCHI to oversee all 
insurance funds and the authority to make policy 
decisions about purchasing was important. Clearly 
mandating one body to make key decisions to be 
followed by all public and private insurers and pro-
viders is critical for strategic purchasing because it 
helps to ensure coherent rules of engagement and 
assumption of responsibilities with clearer lines of 
accountability. The health system in the country 
thus has the basis of a single set of rules dictated 
by global good practice. Nevertheless, there is a 
lack of capacity to generate evidence as a basis 
for making policy decisions, and it is not clear how 
such policies are developed nor how these are en-
forced. It also appears that bureaucratic process-
es and inability to reconcile the different interests 
of its 12 members prevent the HCHI from operat-
ing to its full potential (15).

Two major challenges in regards to who purchases 
health services also merit attention. The first 
concerns the multiplicity of purchasers (e.g. MoHME, 
IHIO, SSO, AFMSIO, IKRF, and the private sector). 
The second concerns the integrated nature in which 
purchasing and provision of health services are car-
ried out. Both raise governance issues.

The problem of multiple purchasers is somewhat 
attenuated by the single set of rules established by 
the HCHI. Unfortunately, the design, implementa-
tion and regulation of such policies is weak, and 
they should be more scientifically robust and bet-
ter aligned with best practices. In addition, lack of 
clarity about the roles and responsibilities of each 
purchaser undermines their ability to negotiate 
contracts with providers and more efficiently pur-
chase services.

The integrated nature of purchaser and provider 
functions is another issue. The MoHME and SSO 
are both purchasers and providers of health ser-
vices, an arrangement which can result in poorer 
quality service provision and inefficiency in the 
system as cost pressures mount. This can arise 
due to a breakdown of accountability when the 
role of purchaser to act on behalf of the patient is 
weakened with political and budgetary pressure or 
pressure from providers.

While the appropriate degree of separation be-
tween purchasers and providers is difficult to de-
termine and depends on the country context, what 
is important is that perverse incentives that can 
arise in an integrated approach are carefully man-
aged. This can be done by appropriate account-
ability mechanisms ensuring that decisions are 
based on evidence and resources are allocated 
optimally and reflect the priorities of service users, 
thus building the population’s trust (19). The ac-
countability mechanisms could be based on an in-
tegrated care approach in which payments are 
made to a network of providers according to quali-
ty and efficiency criteria. Such networks of care 
further consider service delivery aspects as the 
spectrum of services is coordinated across the 
continuum of care.



HEALTH SYSTEM TRANSFORMATION IN THE ISLAMIC REPUBLIC OF IRAN: 
AN ASSESSMENT OF KEY HEALTH FINANCING AND GOVERNANCE ISSUES

63 64

HEALTH SYSTEM TRANSFORMATION IN THE ISLAMIC REPUBLIC OF IRAN: 
AN ASSESSMENT OF KEY HEALTH FINANCING AND GOVERNANCE ISSUES CHAPTER 3

TABLE 3.1: 
PUBLIC BENEFIT PACKAGES

Essential benefit package Health insurance benefit 
package

Targeted services benefit 
package

Beneficiaries All population groups Population covered by any  
of the four main public health 
insurance funds

Population needing treatment for 
diseases that are rare or asso-
ciated with catastrophic costs

Services Promotional and preventive 
public health services

Emergency and curative per-
sonal health services

Services for treating rare or 
costly diseases

Motivation  
for inclusion

Public health concerns  
and cost-effectiveness

Broadest coverage of services 
across all public health insur-
ance funds

Rare or costly diseases

Funding 
source

Government (primarily  
from general taxation  
and oil revenues)

Member premiums, employer 
contributions and the govern-
ment (primarily from general 
taxation and oil revenues)

Government (primarily from 
general taxation and targeted 
subsidies)

Provider  
payment 
method

Capitation FFS for most services and 
case-based for 90 surgical 
services

Line-item budget transfer

Patient  
cost-sharing* 

No co-insurance

Extra-billing if outside network

Co-insurance of 10% for inpa-
tient services and 30% for 
outpatient services

No copayment in most cases

Conditions  
of access

Accessible only from public 
primary care facilities or 
contracted private providers

Accessible only from public 
facilities, SSO-owned facilities 
or contracted private providers

Accessible only from public 
facilities or contracted private 
providers

*� Rates applicable if accessed from a public provider; extra-billing amounting to the difference between the private and public tariff is applied if accessed 
from contracted private providers; the full private tariff is applied if accessed from non-contracted private providers.

Finally, there is also the targeted services benefit 
package which includes treatments for rare dis-
eases and/or those associated with catastrophic 
costs (e.g. cancer, multiple sclerosis, haemophilia, 
thalassaemia, multiple sclerosis, chronic renal failure 
and kidney transplants). These services are purcha
sed by the MoHME from public and contracted 
private providers and funded through the govern-
ment budget. In most cases, patients pay no fee 
for these services, and providers are paid based 
on line-item budgets.

DESIGN OF BENEFIT PACKAGES

Decisions on what to purchase and for whom are 
reached through a process that is both technical 
and political. The decisions that need to be made 
include not only which services to include in the 
package but also for which population groups and 
whether some (e.g. the poor or vulnerable) are to be 
subsidized, the conditions to be applied (e.g. cost-
sharing, exemptions, referrals, extra-billing) in order 
to ration use, and how providers should be paid.

Key steps in the process for designing a package 
are: identifying the objectives in its provision (e.g. 
to improve efficiency with a cost-effective mix of 
services or to improve equity by harmonizing ben-
efits); analysing the policy implications for health 
financing and service delivery to ensure alignment 
with a sustainable level of funds and adequate 

infrastructure and personnel for provision of the 
package; institutionalizing a robust approach for 
the prioritization of health services, determining 
the feasibility of financing the package and moni-
toring its implementation.

Global good practice underlines that packages be 
defined on the basis of evidence and consider cri-
teria such as the cost-effectiveness of interven-
tions, the health needs and preferences of the 
population, the impact on the budget and the sus-
tainability of the health financing system, financial 
protection, and other principles of equity and eth-
ics (20). The process for designing a package 
should involve three key activities: data analysis of 
population health and costs of services conduct-
ed in a scientifically robust manner with no conflict 
of interest; dialogue with policy-makers to ap-
praise the evidence in consultation with a diverse 
group of stakeholders (e.g. government, minis-
tries, providers, insurance funds, and citizens) and 
transparent decision-making based on evidence 
and dialogue.

In the Islamic Republic of Iran, definition of the first 
health insurance benefit package in 2007 was not 
based systematically on evidence but was a sim-
ple merger of all services included across the var-
ious insurance funds. This resulted in a generous 
package of services, which has continued to ex-
pand over time in the number of services covered 
(14). As the package is not based on evidence, it 
does not necessarily represent the best use of re-
sources to meet the health needs of the popula-
tion and actually excludes some preventive and 
promotion services aside from those purchased 
and provided by the MoHME in the essential ben-
efit package.

The packages should be reviewed and updated to 
ensure the continued relevance of interventions 
and the addition of new ones. The review should 
also seek to address the significant fragmentation 
given multiple payment methods and flows of 
funds to providers. Moreover, the cost of the 
package must be affordable and sustainable. The 
revision of the package should also account for 
changes in the disease burden, cost-effectiveness 
and advances in technology, pharmaceuticals and 

equipment, while considering fiscal realities and 
resource constraints. The process for such a re-
view is currently being discussed by the MoHME.

Since 2017, based on the fifth 5-year NDP, the re-
sponsibility for defining the benefit packages has 
shifted from the HCHI and now lies with the 
MoHME. Requests for additions to the packages 
are received by the MoHME (as HCHI chair), which 
then shares them with the other 11 members of 
the HCHI. The relevant ministerial departments 
then estimate unit costs and check service deliv-
ery standards. If the request involves a medicine 
or other consumable, a health technology assess-
ment is undertaken, although such assessments 
are not institutionalized and have only been per-
formed for approximately 100 new technologies. 
In general, the following criteria are considered 
important: population health needs, cost–effec-
tiveness, affordability for the system, financial pro-
tection and other considerations of equity and 
ethics (e.g. access to services by poor or vulnera-
ble populations). These criteria, however, are not 
always systematically applied when considering 
whether to include an intervention in the benefit 
package (14). The HCHI also estimates tariffs (Box 
3.2) and the impact on the budget for inclusion3. 
The evidence is then reviewed involving all HCHI 
members, physicians and other experts, with de-
cisions ultimately approved by the Cabinet of Iran.

Despite the proposed process, its implementation 
is not followed systematically, and the required 
supporting evidence is often lacking. Decisions 
tend to rely on ad-hoc piecemeal analyses, and 
there is anecdotal evidence of political lobbying 
that influences negotiations (14). In some cases, 
vested interests have skewed debates, such as 
when a particular group is the provider of a ser-
vice and thus stands to benefit from its inclusion 
(21). Insurance funds have also voiced concern 
that the benefits should better match the avail-
able resources, but they appear unable to exert 
authority and tend to follow the policies of the 
MoHME (22).

3	 Except those for medicines and medical equipment, which are deter-
mined by a separate committee.
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ACHIEVEMENTS AND CHALLENGES

The Islamic Republic of Iran is to be lauded for 
providing a uniform and comprehensive benefit 
package from the four main public health insur-
ance funds, covering approximately 95% of the 
population. Both the harmonized nature and the 
level of coverage reflect the Iranian government’s 
commitment to ensuring equitable access to its 
population, and the country is one of the few 
emerging market countries that has more or less 
achieved UHC. As the package was already very 
generous, however, the increase in insurance cov-
erage to near universal levels under the recent 
HTP has resulted in significant cost pressures. 
This pressure is likely to be exacerbated by the 
country’s demographic and epidemiological tran-
sition and potentially limited future fiscal space, 
raising questions about the financial sustainability 
of the health sector.

The process for designing benefit packages in 
the country also faces a number of challenges. 
For example, while the groundwork for a health 
technology assessment has been done, this is 
not yet fully institutionalized and the capacity 
needs to be strengthened. Another challenge is 
the lack of required evidence itself and lack of its 
systematic consideration in the decision-making 
process. Health needs assessments are not done 
regularly, and important costing information is not 
readily available. There is thus an overall need to 
strengthen a process for data analysis, dialogue 
and decision-making in order to better support 
the definition of the benefit package and choices 
related to population entitlements, responsibilities 
for cost-sharing and other conditions of access. 
The HCHI is currently working on developing a 
more systematic and evidence-based process for 
making decisions on how to define the benefit 
packages in the country.

In the Islamic Republic of Iran, tariffs to cover 
the cost of provision of health services are 
based on relative value units (RVUs), which are 
used to set prices for both public and private 
providers. The Iranian RVUs were derived from 
the US Medicare system and adapted to com-
prise two components, referred to as the pro-
fessional component (physician time, skill, 
training) and the technical component (ex-
penses for equipment, supplies, etc.). RVUs 
were introduced in 1985 and remained un-
changed for approximately 30 years, until 2014, 
when the fifth 5-year NDP mandated the HCHI 
to undertake a comprehensive review of the 
RVUs. Consultations between the government, 
the insurance funds and the professional com-
munity resulted in a complete revision in which 
RVUs increased, on average, by 47%, with the 
professional component by 120%. The intent 
of the increase was to reflect relative weights 
according to current market prices. The revi-
sions also sought to reduce inequality in earn-
ings among medical practitioners in order to 
attract students in fields such as infectious 
diseases, internal medicine and paediatrics. It 
also sought to reduce informal payments, which 
were requested by practitioners partly because 
they perceived themselves to be underpaid.

In general, the revision of RVUs has been 
well-received by medical specialists working in 
public hospitals, although some have expressed 
concern that certain RVUs do not adequately 
reflect levels of expertise, time and effort (23). 
Broader concern has been expressed by the 
insurance funds, which have a significantly 
higher financial burden due to the increased 
RVUs and because related tariff revisions were 
not implemented in a “budget neutral” manner, 
such that total health expenditure has escalated. 
In 2014, when the RVUs were changed, some 
hospitals reported that the average cost of pa-
tient bills rose by approximately 60% (24). At 
the same time, a decrease in the patient co-
payment rate from 10% of the actual cost of ser-
vices plus the differences between the actual 
cost and the public tariff to 10% of the public 
tariff left third-party purchasers to absorb a far 
greater proportion of the costs, increasing 
concern about their financial sustainability 
(see Chapter 2).

Box 3.2: Setting tariffs for health services
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WHO ARE THE PROVIDERS AND HOW ARE THEY PAID?

The main provider of health services in the Islamic 
Republic of Iran is the MoHME, which serves the 
vast majority of the Iranian population. The role of 
private sector providers is also growing, and they 
generally serve richer populations in urban areas 
and represented 21% of the health workforce and 
12% of hospital beds in 2016 (25,26). In addition, 
not-for-profit providers and quasi-governmental 
charitable health providers serve mainly refugees 
and other vulnerable populations. The main public 
health insurance funds contract public sector pro-
viders, and sometimes also contract private pro-
viders, to provide the essential and health insur-
ance benefit packages. Private insurance funds 
contract with private providers for services that 
are complementary to the public benefit packag-
es. Payments for health services are made to in-
stitutional and individual health providers (i.e. facil-
ities and health workers) to cover salaries, capital 
expenses, equipment and, of course, services. 
Both the payment methods used and their inherent 
incentives should be considered.

The main providers of health services at primary 
care level are behvarzes (i.e. trained community 
health officers), health experts (i.e. health workers 
with at least 2.5 years of university education 
working as midwives, nurses and environmental 
health specialists) and family physicians who work 
in health houses in rural areas, health posts in 
urban areas or community health centres in both 
rural and urban areas (27). At the primary care 
level, individual providers are paid a monthly sala-
ry from the MoHME’s budget, and institutional 
providers are paid by a combination of methods, 
with capitation predominating.

Capitation is often used for controlling escalating 
costs as it creates an incentive for providers to 
improve efficiency in the input mix and to modify 
the output mix toward less expensive health pro-
motion and preventive services. However, as the 
financial risk is borne by the provider, capitation 
can result in under-provision of services, more un-
necessary referrals to costlier levels of the delivery 
system and “cherry-picking” or the enrolment of 
healthier individuals. The extent to which such 
problems arise depends on whether the provider 

is at risk for only individual primary care services 
and/or for unnecessary diagnostic tests or for 
hospital referrals. To mitigate perverse incentives, 
global good practice suggests open enrolment, 
development of clear treatment and referral guide-
lines and monitoring and regulating their imple-
mentation. Competition, whereby patients choose 
their provider, can also improve the quality of ser-
vices, although risk selection from both the con-
sumer and the provider must be minimized.

The main providers at secondary and tertiary care 
levels are midwives, nurses, laboratory technicians, 
paramedics, pharmacists, physician assistants, 
physicians, and other medical specialists. At sec-
ondary level, these providers work in district health 
networks comprised of health centres, public hos-
pitals and specialized polyclinics. At tertiary level, 
providers work in specialty hospitals, mainly in large 
cities. Payments are made by line-item budget 
transfers from the Budget and Planning Organiza-
tion to Provincial Medical Universities, primarily to 
cover salaries. Services are purchased from public 
providers (or contracted private providers) by the 
health insurance funds using case-based payments 
for 90 high-prevalence surgical procedures and 
FFS for others. In addition, per diem payments are 
also used to cover hoteling costs. In the case of the 
SSO, it pays the salaries of its workers by global 
budget transfers to the hospitals it owns and pur-
chases services by FFS for public and private hos-
pitals and clinics in its network.

FFS is a relevant payment method when the inten-
tion is to increase provider productivity or the supply 
of services. As providers are paid for each service 
delivered, FFS creates an incentive to oversupply, 
leading to inefficiency in the system. In contrast, 
case-based payments are a useful method for im-
proving efficiency as they are made for a bundle of 
services and to a team of providers in a hospital. 
This method creates incentives to reduce inputs per 
case and to reduce the length of hospital stays. Fi-
nally, line-item budgets can create incentives to 
increase inputs, undersupply services, increase 
unnecessary referrals and/or spend the full bud-
get, with little incentive or flexibility to combine in-
puts more efficiently.

The MoHME plays an important role and is re-
sponsible for the supply-side of the delivery sys-
tem. However, it is still not clear how incentives 
from supply-side subsidies to public provider insti-
tutions for capital costs and other inputs and to 
individual public providers for salaries, interact 
with health insurance payments and with private 
providers. An analysis should be conducted to de-
termine whether they collectively provide a coherent 
and consistent incentive for providers. It is likely 
that some perverse incentives are created, partly 
because public sector providers are salaried and 
thus have less incentive to be cost-accountable, 
and partly because supply-side subsidies interact 
with demand-side financing to increase consump-
tion to inefficient levels. Effective coordination of 
incentives created by supply-side subsidies and 
those created by demand-side payment methods 
and an understanding of the extent to which the 
main public health insurance funds can act inde-
pendently, including to leverage the private sector, 
is needed.

The role of private providers is growing in the 
country. Private providers are more frequently 
contracted by the public health insurance funds, and 
the role of non-contracted providers is also increa
sing. While primary care services in rural areas are 
provided mainly by the public sector, private provi
ders are active in urban areas, particularly in out-
patient settings for diagnostics, specialist services 
and rehabilitative care. Private providers also rely on 
FFS. An area under discussion is dual practice, 
which is common in the country and has raised a 
number of concerns, although these have been 
recently addressed by the government (Box 3.3).

In January 2017, the Iranian Parliament passed 
a bill that prohibits physicians and medical 
specialists from working in both the private 
and the public sector at the same time (28). The 
legislation was designed to address concern 
that those engaged in dual practice tend to be 
less productive, present and efficient, subse-
quently reducing the quality of health services 
in the public sector and compromising equity in 
access and efficiency. Practitioners engaged 
in dual practice tended to refer clients to their 
private practice as they earn more in this set-
ting. Private sector tariffs, while set and regu-
lated by the HCHI, are approximately 4.2 times 
higher than those in the public sector. Patients 
can self-refer themselves to these providers 
but are then billed extra, paying OOP for this 

excess. Tariffs in the Islamic Republic of Iran are 
composed of two parts – a professional com-
ponent and a technical component. According 
to the law, the professional component of the 
tariff should be the same in the public and pri-
vate sectors, such that any difference is due 
only to the technical component. The MoHME 
has attempted to incentivize physicians to work 
full-time in the public sector by more than dou-
bling the technical component of tariffs paid 
by health insurance funds to these individuals. 
Despite these measures, the income of those 
working in the private sector is still significantly 
higher than those in the public sector such 
that there is a large financial incentive for phy-
sicians to work in private sector.

Box 3.3: Dual practice
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Table 3.2 summarizes the methods used in the 
Islamic Republic of Iran to pay individual and insti-
tutional providers by service provider level and in 
both public and private settings. Providers are 
paid using a combination of six methods. It is 

clear the provider payment system in the country 
is complex and fragmented, such that it is difficult 
to influence providers to efficiently deliver needed 
services of high-quality.

TABLE 3.2: 
PROVIDER PAYMENT MECHANISMS

Service provider level Setting  
of provision

Mode  
of provision

Payment mechanism

Public sector

Providers of primary 
health services  
(e.g. behvarzes, family 
physicians)

Health houses, health 
posts and community 
health centres

Outpatient •	Line-item budget to cover salaries of 
personnel and capital expenses 
(from Treasury to MoHME to Pro-
vincial Medical Universities)

•	Capitation in rural and urban areas 
with less than 20 000 people  
(from IHIO)

•	Case-based payment for every visit 
(from IHIO and SSO)

•	FFS (from IHIO and SSO)

Providers of secondary 
and tertiary services 
(e.g. nurses, physicians, 
medical specialists)

Individual provider Outpatient •	Line-item budget transfers to cover 
salaries (from MoHME to Provincial 
Medical Universities)

•	Pay-for-performance bonus  
(from hospital income)

•	FFS (from IHIO and SSO)

•	Case-based payment for every visit  
(from IHIO and SSO)

Institutional provider Inpatient •	Line-item budget to cover salaries  
(from MoHME)

•	Case-based payment for 90 com-
mon procedures (from IHIO)

•	FFS (from IHIO and SSO)

•	Per diem to cover hoteling costs  
(from IHIO and SSO)

Private sector

Providers of primary 
health services

Clinics Outpatient •	FFS

•	Case-based payment for every visit

Providers of secondary 
and tertiary services

Hospitals Inpatient •	FFS

•	Per diem to cover hoteling costs

Each payment method creates certain incentives, 
which interact with one another in the overall archi-
tecture of the payment system (9,29). For example, 
FFS payments create an incentive for providers to 
over-supply services and is in contrast to fixed 
line-item or global budgets, which incentivize pro-
viders to under-provide. The final effect therefore 
depends on the interaction of these often compe
ting incentives for providers. There is no one “right” 
method. Each payment method has positive  
and negative effects on costs, access and quality. 
A system often needs to employ several methods 
to accentuate the positive and minimize the nega-
tive results. An optimal combination of payment 
methods, in the context of modern integrated care 
approaches, would help to attain the objectives of 
efficiency and quality.

FFS payments are currently the dominant form of 
payment in the country. While the SSO budgets 
for the services provided in its hospitals, it relies 
entirely on FFS for contracted providers. While the 
IHIO uses case-based payment for approximately 
40% of all payments, it relies on FFS for the remain-
der. Neither is subject to volume or cost control. 
Such payment methods have placed the financial 
risk with the insurance funds, which has led to re-
ported deficits (see Chapter 2).

In 2015, the country pilot-tested a pay-for-perfor-
mance programme in public hospitals to improve 
provider motivation and productivity as well as 
quality of care and patient satisfaction. The perfor-
mance of physicians is evaluated every month 
based on information such as attendance (i.e. 
working during regular hours, on-call and overtime), 
participation in hospital committees, patient waiting 
time and patient satisfaction. Other performance 
criteria include affiliation to a specialty group, years 
of work experience and academic degrees. Clinical 
outcomes and quality of care are not considered. 
Evaluation of physicians’ performance has been ne-
glected. Most physicians simply receive the highest 
score, which can increase their income by 25%. A 
large proportion of the performance payment seem 
to be based on physician characteristics rather 
than clinical performance given there is no real con-
sideration of clinical outcomes or quality of care. 

Global good practice suggests that in order for 
pay-for-performance to be a useful tool for strate-
gic purchasing, payments should be made ac-
cording to quality of care, indicated by clinical 
processes or intermediate outcome measures. It 
can thus also form the basis for performance 
feedback to clinical teams and clinical managers.

A basic tenet of all payment systems deals with 
the transfer of risk and who bears the financial 
risk. Determining the distribution of financial risks 
among insurers, consumers and providers is diffi-
cult, as it depends on payment methods and 
rules. With FFS, the payer (and the consumer, if 
extra-billing is allowed) is most at risk and the pro-
vider the least. With capitation, the payer is least 
at risk and the provider the most. Payments made 
per episode as bundled payments involve more 
balanced risk-sharing between the payer and pro-
vider (30). How risk is shared also depends on 
three other factors: the unit of payment, the level 
of payment and consumer policies. Financial risk 
varies if the unit of payment is for an individual 
service, per visit, per day, per admission, per episode 
of illness, per person for a fixed period of time, per 
provider for a fixed period of time, or whether 
based on results. The financial risk is also influ-
enced by the level of payment, which may be nego-
tiated, based on competitive bidding or include 
bonuses for performance. Finally, consumer policies 
for cost-sharing, extra-billing, informal payments 
and conditions of access, would all have an effect 
on the financial risk faced by consumers.

Contractual arrangements in the country are chal-
lenged by the integration of purchasers and pro-
viders, which limits the space for designing effec-
tive contracts. However, recent initiatives have 
been taken to improve effectiveness. For example, 
the contracting out of primary care services to private 
providers is being pilot-tested in the two provinces 
of Fars and Mazandaran, where family physicians 
are evaluated by their respective Provincial Medical 
Universities and must meet certain standards. For 
hospital services, contracting is concluded with 
providers who have met minimum accreditation 
requirements, and hospitals that rank higher are 
rewarded. Other providers of health services in 
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WAY FORWARD: POLICY OPTIONS

This chapter has sought to analyse the extent to 
which the purchasing of health services has been 
done strategically in the Islamic Republic of Iran. 
To date, purchasing has tended to be passive with 
a strong reliance on FFS and without systematic 
consideration of population health needs, provider 
performance or system objectives of efficiency, 
equity or responsiveness. This occurs within a 
highly fragmented system with multiple funding 
flows from dif ferent purchasers to providers. 
These have limited the health system from exer-
cising its purchasing power, maintaining financial 
and contractual leverage over providers and making 
progress towards efficiency and sustainability.

Passive engagement is partly due to the multiple 
funding flows and overlapping purchaser and pro-
vider functions, which limit effective coordination of 
supply-side and demand-side payment incentives 
and the extent to which the main public health in-
surance funds can act independently, including to 
leverage the private sector. The IHIO and the SSO 
are currently passive third-party payers, with nei-
ther having the adequate authority nor adequate 
means to manage and direct resources to provid-
ers for a prioritized set of services for the popula-
tion. Stakeholder participation is not well-aligned 
with strategic objectives, and administrative and 
transactional costs are higher than necessary. The 
supply-side subsidies from the MoHME and SSO 
preclude coordinated and efficient impact on the 
delivery system. These difficulties have been reco
gnized, and policy discussions are identifying ways 
to address them to make further progress towards 
sustainable financing for UHC founded on the con-
cept of “more health for the money”.

For purchasing to be more effective, efforts are 
required in four areas: governance, design of bene-
fits, provider payments and contracts, and alignment 
with the broader health system (e.g. financing, ser-
vice delivery and information management).

GOVERNANCE

One of the biggest constraints to strategic purcha
sing is lack of clear authority and distinct roles and 
responsibilities in the health sector. In the Islamic 

Republic of Iran, there is a conflation of roles in 
the purchasing and provision of health services 
with significant overlap among the MoHME, IHIO 
and SSO. The unclear boundaries between func-
tions and among institutions hamper the ability to 
engage effectively and blur lines of accountability. 
Until now, stewardship of the purchasing function 
has been focused on the question of “who is the 
oversight body?” (i.e. HCHI) to set policies, and less 
attention has been paid to the broader question of 
“who should and can do what?”.

Furthermore, the health insurance funds lack real 
authority to contribute to policy decisions on how 
to use resources to purchase health services and 
pay providers. As members of the HCHI, they can 
comment on tariffs and the list of services in the 
benefit packages, but the decisions are often in-
fluenced by political lobbying or follow the agenda 
of the MoHME (4,14). The health insurance funds 
do not have adequate authority or mechanisms to 
design and regulate policies. In addition, they have 
limited authority to selectively contract service 
providers, a necessary condition for modern man-
aged or integrated care systems. Thus, while there 
are mandated institutions, their roles and respon-
sibilities are not clearly defined, nor do they have 
the authority to operate to their full potential.

Policy options:

•	 Strengthen the split in the purchasing and pro-
viding functions in order to improve the efficiency, 
effectiveness and quality of care. The MoHME 
should focus on policy-making, regulation and 
public finance allocation. Consider gradually re-
directing supply-side subsidies based on inputs 
to demand-side subsides based on outputs or 
outcomes, thus “following the patient”. This 
could be done in phases, or subsidies related to 
the salaries of health workers could be separat-
ed from capital expenses. Insurance funds 
should have the mandate, adequate authority 
and sufficient capacity to purchase services 
strategically. Providers should be autonomous 
and focus on ensuring that delivery of the spec-
trum of services is coordinated along the con-
tinuum of care.

outpatient and allied medicines (e.g. imaging, labo
ratory, diagnostics) are not ranked, and purchasing 
contracts are concluded in a simplistic manner 
and appear to preclude selective contracting.

ACHIEVEMENTS AND CHALLENGES

The MoHME is committed to reforming provider 
payment methods, recognizing that a major chal-
lenge to system performance is the fragmentation 
of the payment system due to both multiple sourc-
es of funding and multiple payment methods being 
used. The current reliance on open-ended FFS 
payments presents a major challenge, acting as a 
powerful incentive for overtreatment, driving up 
costs and resulting in inefficiency in the system. 
The situation is compounded by the design of the 
pay-for-performance programme as, at present, a 
large proportion of bonuses are simply based on 
the number of hours worked or the professional or 
educational level of clinicians and not on the quality 
of care (31). The unrestricted nature of payments 
to providers threaten the financial sustainability of 
the system.

The MoHME is therefore setting an agenda to reform 
provider payments. This notably includes transi-
tioning hospital payments from open-ended FFS 
to closed-ended diagnosis-related groups (DRGs). 
Several initiatives are already under way to pre-
pare stakeholders for this transition: policy-makers 
and practitioners are being trained in use of DRGs, 
hospitals have adopted the International Classifi-
cation of Diseases (10th revision) coding system, 
the software for assigning DRGs based on the ICD 
has been prepared and the staff who will run the 
system are being trained. The bundling of services 
is a good first step towards efficiency gains.  
The country could go further by adopting the 
principles of modern integrated care models, in 
which payments are centred on the patient and 
based on measures of outcome, quality, efficien-
cy, and patient satisfaction. As payments are 
made to networks of providers, there is also a 
strong incentive to integrate care across all lev-
els. Reducing fragmentation in the current health 
insurance system and careful coordination of 
payment methods among the MoHME and public 
and private insurers will be a necessary condition 
for such reforms.
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•	 Develop a clear plan to improve and promote 
strategic purchasing in the health system. This 
plan should identify concrete actions such as 
reviewing the multiple benefit packages, reducing 
payment fragmentation, pilot-testing DRGs and 
strengthening the referral system and extra-billing 
policies. The plan should be embedded within an 
overall reform process and clearly define distinct 
roles for each stakeholder and coordination 
mechanisms. Procedures and policies to em-
power health insurance funds to conduct strategic 
purchasing and set payment methods should 
be proposed. Decision-making should be inclu-
sive and transparent and informed by scientifi-
cally robust data analysis.

•	 Build technical and managerial capacity to 
strengthen strategic purchasing. The capacity-
building agenda should cover skills in various 
areas, such as health financing policy analysis, 
actuarial analysis and information management.

DESIGN OF BENEFITS

The commitment of the Islamic Republic of Iran to 
equity is reflected in the fact that the package of 
health services is the same across all the public 
health insurance funds. In addition, the breadth of 
the packages also reflects the country’s commit-
ment to health. There are, however, long-standing 
challenges in its design that are both technical 
and political. There are issues of having two other 
different packages of benefits with different pay-
ment and delivery modalities. As the essential 
benefit package is universal and the health insur-
ance benefit package is provided to 95% of the 
population, merging the two might be efficient. In 
addition, the current benefit packages were not 
systematically designed based on an assessment 
of population health needs, cost-effectiveness, 
consumer preferences or other criteria, nor do 
they reflect the current fiscal reality. They have not 
undergone major revisions and have largely only 
grown over time. The packages should be re-
viewed according to an institutionalized scientific 
priority-setting process, which includes data col-
lection and their robust analysis, dialogue that 

objectively appraises the evidence in an inclusive 
manner involving a broad range of stakeholders 
and decisions made in a transparent and account-
able manner.

Policy options:

•	 Institutionalize a systematic process for design-
ing benefit packages that includes robust data 
analysis, inclusive dialogue and transparent 
decision-making in which the HCHI should play 
an important role as the main coordinating body.

•	 Collect evidence to review and revise the priority 
of services in the packages according to the cost-
effectiveness of interventions and other criteria.

•	 Cost the packages on the basis of actuarial 
analysis and realistic estimates of supply and 
demand. Assess the impact of current and 
alternative packages on budgets to assess their 
financial sustainability.

PROVIDER PAYMENTS AND CONTRACTS

The payment system in the Islamic Republic of 
Iran is complex and the nature of contracting with 
providers does not adequately account for the 
price, volume or quality of provision.

The payment methods currently used have created 
perverse incentives for providers, notably encour-
aging over-provision of services, escalating costs 
and deepening insurance fund deficits. The pay-
ment system must therefore be revised to balance 
financial risks between providers and purchasers 
and to introduce payment mechanisms that better 
incentivize efficiency, equity in access, consumer 
satisfaction and quality of service. Multiple fund-
ing flows send mixed signals to providers. These 
signals should be calibrated and combined to 
harmonize incentives. Allocation of resources  
to purchase services should ideally be prospec-
tive, bundled and capped; the methods used to 
pay providers should create incentives to holisti-
cally address inefficiency in the system, such  
as those created by capitation and DRGs with 
expenditure caps. Financing reforms should 

address both supply-side and demand-side sub-
sidies and should ideally reflect and support 
modern integrated care approaches, with pay-
ment methods that are centred on the patient 
and encourage coordination, quality, access, 
and efficiency.

Primary care providers are already reimbursed per 
capita in a relatively simple approach based on 
population numbers. Adjustments for age or gen-
der, as proxies for health needs, would improve 
equity and efficiency in resource allocation. With 
strengthening of the referral system, potential per-
verse incentives of capitation payments should be 
closely monitored.

DRGs are currently being introduced to improve 
hospital payments and require the development of 
a system-wide uniform claims mechanism based 
on a patient episode of care with documentation 
of clinical data (e.g. diagnoses, procedures, age, 
gender) and financial data. As alterations in the 
flow of funds through the system will essentially 
change who gets what, it is important to create a 
process that allows stakeholders to discuss and 
be involved in the process of change. Change can 
be effectuated in a budget-neutral approach, in 
which the overall amount of funding stays the 
same while its composition gradually alters. To 
control costs effectively in the long term, DRGs 
should be combined with expenditure caps.

Contracting of providers can be strengthened by 
incorporating into the selection process an as-
sessment of provider performance, compliance 
with clinical practice guidelines and quality of ser-
vices delivered. Providers should have the auto
nomy and flexibility to respond to incentives (e.g. 
to reallocate funds, mix inputs, retain surpluses). 
Finally, a level playing field should be established 
among public providers and between public and 
private providers, such that providers should be 
paid the same tariff for the equivalent service. This 
will necessitate dealing with supply-side subsidies 
for both capital and recurrent costs.

Policy options:

•	 Optimize the mix of payment methods used by 
the MoHME and insurance funds, as multiple 
funding flows and payment methods send vary-
ing signals to providers and decreases the ca-
pacity of the MoHME and health insurers to ne-
gotiate “more health for the money” and to 
create stronger incentives for reaching system 
objectives of efficiency and quality.

•	 Enable the IHIO and the SSO to become strategic 
purchasers of health services with the authority to 
selectively contract with providers, to set condi-
tions of payment and to enforce no extra-billing.

•	 Review the tariff schedules for both public and 
private providers in order to equalize them on the 
principle of “equal pay for equal performance”.

•	 Revise how resources are allocated to purchase 
services so that it is prospective with hard caps, 
e.g. closed-ended DRG payments for providers 
of inpatient services, to address inefficiency in 
the system.

ALIGNMENT WITH THE BROADER 
HEALTH SYSTEM

The purchasing function is closely linked to reve-
nue raising and pooling in the financing system. In 
addition, purchasing and provider payment ar-
rangements should also be aligned with policy ob-
jectives for service delivery, the health workforce 
and health information systems.

Benefit entitlements and purchasing arrangements 
should be aligned with the level of resources avail-
able in order to realize and sustain population enti-
tlements to services. Neglecting resource constraints 
is likely to result in an unfunded mandate or an empty 
declaration from the government, which will under-
mine transparency and confidence in the health 
system. The affordability of the benefit package is a 
key issue, and assessment of the budgetary impact 
of revisions is essential. The sharp increase in health 
expenditures registered in recent years in the Islamic 
Republic of Iran partly reflects the government’s 
commitment to extending population coverage but 
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Policy option:

•	 Establish a unified, interoperable health infor-
mation system to support strategic purchasing.

The potential of strategic purchasing to contribute 
to progress towards UHC is high given it can in-
crease efficiency in the use of resources, quality in 
service delivery, equity in the distribution of re-
sources and accountability to the population. 
Making purchasing more strategic is not solely a 
technical matter but also includes political and 

institutional dimensions. It will require time, signifi-
cant effort and careful planning and coordination. 
A plan for strategic purchasing is needed in the 
Islamic Republic of Iran, and this should fit within 
an overall reform framework with a transition plan. 
Doing so would help to ensure alignment between 
purchasing and the revenue-raising and pooling 
functions of the financing system, as well as  
with other parts of the broader system such  
as service delivery, the health workforce and 
information systems. 

also reflects purchasing and payment arrangements, 
with uncapped FFS payments one of the main 
drivers of cost inflation. In the medium to long-term, 
the demographic and epidemiological transitions 
in the country will exert strong cost pressures on 
the system. Public financial management should also 
be addressed as strategic purchasing requires 
predictable and realistic budgets, timely disburse-
ments of funds, flexibility in budget formulation, 
flexibility in allocation of funds to mix inputs and 
autonomy for providers to respond to incentives.

The potential for strategic purchasing in the Islamic 
Republic of Iran could also be strengthened by 
addressing the fragmented health insurance land-
scape as it prevents the greater pooling of resources 
and thus financial and contractual leverage. Reduc-
ing fragmentation will not necessarily entail a 
structural merger of the IHIO and the SSO into a 
single purchaser, which is the subject of ongoing 
debates and may not be resolved (32,33). Never-
theless, some pooling of the schemes within each 
main insurance fund would appear to be feasible 
and would offer a number of benefits, including 
increasing purchasing power and a better balance 
of the distribution of financial risk. In addition, fur-
ther functional merger among the main public 
health insurance funds, in which insurance policies 
are harmonized can build off of efforts already 
made to ensure a common benefit package, co-
payment rates and tariffs. Even greater coherence 
in purchasing and provider payment methods 
should be pursued.

Policy options:

•	 Assess budgetary implications of the packages in 
the context of the fiscal reality of the country in 
order to ensure the necessary resources to fund 
and sustain population entitlements to services.

•	 Move towards a greater functional merger among 
the main public health insurance funds whereby 
insurance policies on purchasing and provider 
payments are further harmonized. This can build 
off of efforts already made to ensure coherence 
of insurance policies in regard a common bene-
fit package, co-payment rates and tariffs.

•	 Consider options for merging the IHIO and the 
SSO into one fund or pooling resources among 
schemes within each of the health insurance funds 
to increase purchasing power (see Chapter 2).

The delivery system should have the physical in-
frastructure and human resources to provide the 
package of health services and the delivery mod-
els to guide utilization in the right direction. Gate-
keeping mechanisms and referrals are important 
to guide appropriate use at the appropriate level. 
While a referral system has been developed in the 
country, it has been used primarily in rural areas4

1 
and does not function adequately. Patients there-
fore self-refer themselves to specialists and hospi-
tals, increasing expenditures and raising the cost 
of care (34). To mitigate this, clinical practice 
guidelines and referral protocols that define which 
interventions are to be delivered at which level of 
the health system and by which health workforce 
cadre should be developed and their implementa-
tion monitored. To support this, an electronic re-
ferral system is being designed by MoHME and 
the IHIO, and more than 200 clinical practice 
guidelines have been developed.

Policy option:

•	 Strengthen the referral system by scaling up the 
system nationally and by enforcing application of 
clinical practice guidelines and referral protocols.

A strong and unified health information system is 
critical to strategic purchasing. Ideally, the system 
should be interoperable such that it links data on 
insurance membership, service use, clinical out-
comes and financial activity. An integrated system 
would strengthen the ability to make evidence-
based decisions for purchasing and to manage the 
payment system. The country currently has many 
information systems, and there are plans to link 
them. For example, the MoHME is developing an 
electronic health record system by digitizing data 
from the health insurance system and linking it with 
health records and eventually to hospital information 
systems for patient billing and provider payments.

4	 As well as in urban areas with populations less than 20 000 and in the 
provinces of Fars and Mazandaran.
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INTRODUCTIONKEY MESSAGES

Given the emphasis on participation and social 
affairs in the 2014 Health Transformation Plan 
(HTP), the World Health Organization (WHO), the 
Ministry of Health and Medical Education (MoHME) 
and the National Institute of Health Research 
(NIHR) of the Islamic Republic of Iran identified a 
critical need to better understand the status of 
existing participatory processes in the health sec-
tor. The idea was to gain an in-depth insight into 
where the real challenges lie and into what works 
well enough to be scaled up. The ultimate objec-
tive is to chart a path forward to improve health 
governance in the country, one of the key ele-
ments in further advancing towards the goal of 
universal health coverage (UHC) in a sustainable, 
efficient and equitable manner.

This chapter thus focuses on participatory gover-
nance mechanisms in the Iranian health sector, 
specifically examining how public voice is taken into 
consideration in health sector policy-making and 
implementation. Based on these findings, options 
for strengthening and institutionalizing public parti
cipation in health are proposed, in view of reaching 
the objective of “socialization as an underlying prin-
ciple of all health-related work in the Islamic Repub-
lic of Iran” (1).

Three priorities for study were identified by the 
MoHME: organized forms of public engagement, 
including civil society, civil society organizations 
(CSOs), nongovernmental organizations (NGOs), 
community-based organizations (CBOs) and char-
ities; participatory governance mechanisms avail-
able to the public; and intersectoral collaboration. 
The objectives of the review within these three pri-
ority areas were therefore:

•	 Organized forms of public engagement, including 
civil society, CSOs, NGOs, CBOs, and charities: 
to assess the current situation of health-related 
NGOs, philanthropic activities and the role of 
charities in translating public voice to action and 
community-based action in health

•	 Participatory governance mechanisms available 
to the public: to assess the status of public 
participation in health policies and program
mes, the status of available participatory gover-
nance mechanisms and their functionality and 
bottlenecks and opportunities for improved and 
systematic engagement of people on health 
sector issues

•	 Intersectoral collaboration: to assess the status 
of intersectoral collaboration in health policies 
and programmes and to gain insight into the  
link between intersectoral collaboration and 
participatory policy-making in view of a mutual 
strengthening of both initiatives

This review took place in 2017 and 2018 
within the context of implementation of 

the 2014 Health Transformation Plan (HTP). 
The impetus for reviewing participatory 
governance of the health sector in the Islamic 
Republic of Iran was the specific emphasis 
given in the HTP on social affairs; with it 
came the need to gain more insight into 
which participatory platforms in health work 
well and which work less well and why. 
Findings are grouped into three areas of 
participatory governance.

Organized forms of public 
engagement:

•	 The definitions and mandates of the different 
types of civil society organizations (CSOs) in the 
Islamic Republic of Iran are blurred, resulting in 
a certain level of duplication and fragmentation.

•	 CSOs can be formal, semi-formal or informal 
but these categories are fluid and can change 
according to the specific action taken in the 
health sector.

•	 Civil society plays a mediating role between the 
people, the government and service providers.

•	 The creation of the Deputy Ministry for Social 
Affairs within the Ministry of Health and Medical 
Education (MoHME) is a crucial factor in provid-
ing an enabling environment for participation.

Participatory governance mechanisms 
available to the public:

•	 Formal citizen participation in health programmes 
was initially focused heavily on programme 
support and implementation rather than input 
into evaluation or decision-making. This has 
begun to change. 

•	 Civil society networks, call centres and local, 
provincial and national health assemblies are 
being supported and encouraged by the gov-
ernment, demonstrating increasing recognition 
of the value of participatory governance in 
health programming and decision-making.

•	 The national health assembly is a potential op-
portunity for de-fragmenting participation as it 
brings together all the uncoordinated formal, 
semi-formal and informal structures working 
towards improving population health.

•	 A more formal legal framework may be required 
to ensure that participation becomes part of the 
health sector’s modus operandi.

 

Intersectoral collaboration:

•	 The Secretariat of the Supreme Council for 
Health and Food Security, dedicated and re-
sourced to foster multisectoral collaboration, is 
appreciated as highly relevant and useful to 
concretizing intersectoral work streams.

•	 A common understanding of multisectoral action 
is still needed across sectoral actors; this could help 
stimulate more joint projects and joint budgets.
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REVIEW METHODOLOGY

The study is based on a literature review and key 
informant interviews.

LITERATURE REVIEW

A literature review of published documents was 
undertaken in Farsi and English. For the English-
language review, the following databases were 
searched: Cochrane, Google Scholar, JSTOR, Proj-
ect Muse, and PubMed. The search terms included 
“Iran” combined with each of the following terms: 
“participation”, “community health”, “participatory 
governance”, “participatory health governance”, 
“social participation”, “citizen consultation”, “citizen 
participation”, “community participation”, “commu-
nity engagement”, “social engagement”, “patient 
participation”, “health”, “community health”, “health 
care”, “health system”, “health policy”, “public 
health”, “health decision making”, “health policy- 
making”, “health promotion”, “community health 
planning”, and “health education”.

In Google Scholar, the number of hits generated 
with the above search terms was over 1000. The 
sorting function “sort by relevant” was used to 
narrow down the number of hits on the search en-
gine algorithm. The abstracts of the top 40 articles 
were thoroughly screened and reviewed for inclu-
sion or exclusion. In Cochrane, the top 30 articles 
were screened. Many of these were already dupli-
cates from Google Scholar. In JSTOR, 20 ab-
stracts were thoroughly screened and reviewed. 
Many of the articles found were not duplicates 
from databases previously searched. In PubMed, 
35 abstracts were thoroughly screened and re-
viewed; all other PubMed hits were duplicates of 
articles from Google Scholar and Cochrane. In 
Project Muse, only a few hits were found and 
deemed not relevant for inclusion into the study. In 
the other search engines, most hits were dupli-
cates; those which were not were duly included in 
the study. 

In total, 54 documents were deemed to be rele-
vant for full-text review. The selection criteria were: 
(i) the studies are in English and (ii) the studies 
must contain one or more of the search terms. 
The full-text documents were then reviewed for 

relevance with the study objectives. 34 were thus 
discarded, mainly based on the lack of a link to 
the country, the health sector or participatory 
mechanisms. 20  English-language articles were 
finally included in the study. Four additional En-
glish-language articles were added in as sugges-
tions from the Iranian team. All English-language 
articles’ references were reviewed in an attempt to 
identify additional relevant references. The refer-
ence mining led to the review of 190 further ab-
stracts. From the abstracts read, 29 were deemed 
relevant for full-text review. Of the 29 articles read 
in full-text, 8 documents were deemed relevant to 
be included in the study.

In parallel, the Iranian team reviewed Farsi-language 
articles in the following database: health.barakat-
kns.com. The equivalent Farsi search terms for 
“people”, “participation” and “health” were used 
(people: ; par ticipation: ; health: 

). 1232 hits came up, and the article titles 
were reviewed for relevance with the topic at 
hand. 65 articles were thus selected, and their 
abstracts reviewed. From the abstracts, 29 arti-
cles were selected for full-text review. 10 articles 
were deemed relevant for further scrutiny. These 
10 articles’ abstracts were translated so that the 
WHO team could review them in English. A joint 
decision was made between WHO and the Iranian 
team to include the full-text version of 3 of those 
Farsi articles based on relevance to the study ob-
jectives. One additional Farsi article was added to 
the 3 for inclusion in the study after mining the 
references of the 3 Farsi articles. Hence, the total 
number of reviewed articles was 36 (Box 4.1).

All 32 English-language documents were reviewed 
using the study objectives as a framework for 
analysis. The preliminary findings were presented 
to a government-led health sector stakeholder 
group in Tehran in October 2017. Based on the 
feedback and ensuing discussion, it was decided 
to add the Farsi-language literature review (men-
tioned above) and to do primary qualitative data 
collection to fill knowledge gaps.

IN ENGLISH

Ahmadian M, Abu Samah A. A model for community 
participation in breast cancer prevention in Iran. 
Asian Pac J Cancer Prev. 2012;13(5):2419–23.

Ahari SS, Habibzadeh S, Yousefi M, Amani F, Abdi R. 
Community based needs assessment in an urban 
area; a participatory action research project. BMC 
Public Health. 2012;12:161.

Asadi-Lari M, Sayyari AA, Akbari ME, Gray D. Public 
health improvement in Iran – lessons from the last 20 
years. J R Inst Public Health. 2004;118:395–402.

Asadi-Lari M, Farshad AA, Assaei SE, Vaez Mahdavi 
MR, Akbari ME, Ameri A, et al. Applying a basic devel-
opment needs approach for sustainable and integrat-
ed community development in less-developed areas: 
report of ongoing Iranian experience. J R Inst Public 
Health. 2005;118:474–82.

Assai M, Siddiqi S, Watts S. Tackling social determi-
nants of health through community based initiatives. 
BMJ. 2006;333(7573):854–6.

Bagherian R, Bahaman AS, Asnarulkhadi AS, Sham-
suddin A. Factors influencing local people’s participa-
tion in watershed management programs in Iran. Am 
Eurasian J Agric Environ Sci. 2009;6(5):532–8.

Bahraminejad N, Ibrahim F, Riji HM, Majdzadeh R, 
Hamzah A, Mohammadi NK. Partner’s engagement in 
community-based health promotion programs: a case 
study of professional partner’s experiences and per-
spectives in Iran. Health Promot Int. 
2014;30(4):963–75.
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ty and citizen participation in neighborhood council in 
Iran. J Am Sci. 2012;8(1):655–61.

Behdjat H, Rifkin SB, Tarin E, Sheikh MR. A new role 
for women health volunteers in urban Islamic Republic 
of Iran. East Mediterr Health J. 2009;15(5):1164–73.
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path of Tehran municipality in urban health domain: 
an Iranian experience. Med J Islam Repub Iran. 
2016;30:323.

Damari B, Chimeh EE. Public health activist skills pyr-
amid: a model for implementing health in all policies. 
Soc Work Public Health. 2017;32(7):407–20.

Eftekhari MB, Falahat K, Dejman M, Forouzan AS, 
Afzali HM, Heidari N, et al. The main advantages of 
community based participatory health programs: an 
experience from the Islamic Republic of Iran. Glob J 
Health Sci. 2013;5(3):28–33.
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Afzali HM, Djalalinia S, et al. A qualitative study of 
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2013;63(2):211–5.
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2016;8(8):53129.

Hoodfar H. Volunteer health workers in Iran as social 
activists: Can “governmental non-governmental orga-
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Women Living under Muslim Laws (Occasional Paper 
No. 10); 1998.

Hoodfar H. Health as a context for social and gender 
activism: female volunteer health workers in Iran. 
Popul Dev Rev. 2010;36(3):487–510.

Javanparast S, Baum F, Labonte R, Sanders D, 
Heidari G, Rezaie S. A policy review of the community 
health worker programme in Iran. J Public Health Poli-
cy. 2011;32(2):263–76.

Javanparast S, Baum F, Labonte R, Sanders D. Com-
munity health workers’ perspectives on their contribu-
tion to rural health and well-being in Iran. Am J Public 
Health. 2011;101(12):2287–92.

Javanparast S, Baum F, Labonte R, Sanders D, Rajabi 
Z, Heidari G. The experience of community health 
workers training in Iran: a qualitative study. BMC 
Health Serv Res. 2012;12:291.

Khodaparasti S, Maleki HR, Jahedi S, Bruni ME,  
Beraldi P. Enhancing community based health pro-
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model. Health Care Manage Sci. 2017;20(4):465–99.

Box 4.1: Articles included in the literature review
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BOX 4.1 (CONTINUED)

Due to the sparse nature of information gleaned 
from the literature review, much of the findings de-
scribed in later sections of this chapter were taken 
largely from the qualitative data gathered specifi-
cally for purposes of this review.

KEY INFORMANT INTERVIEWS

Key informant interviews and group interviews were 
conducted in February 2018 in Tehran and Qazvin 
provinces. Reflections from those interviews, toge
ther with the literature review, the October 2017 
stakeholder meeting discussions and subsequent 
exchanges between the WHO, MoHME and NIHR, 
helped shape a preliminary coding framework with 
broad common themes.

All interviews were transcribed into Farsi and then 
translated into English by a certified translator. 
The authors analyzed the English translated tran-
scripts by applying the coding framework to the 
interview transcripts, then modifying and adapting 
with additional new themes emerging from the 
data (deductive-inductive mixed approach).

The analysis was conducted by four authors of 
differing institutional identities (one from the WHO, 
one from the MoHME, one from the NIHR, and 
one independent) to ensure dif ferent points of 
view and reduce confirmation bias. Each tran-
script was examined by at least two authors. Each 
coded phrase or text passage was reviewed by at 
least three authors and discussed during Skype 
or Webex sessions, where discordances and dif-
fering understandings were discussed in detail, 
and a consensus reached. If needed, the original 
Farsi transcripts were referenced to ensure under-
standing of what the interviewee had said and the 
context. This process helped to validate the the-
matic codes which fed into an updated version of 
the coding framework. We further used the lite
rature review to triangulate the findings.

LIMITATIONS

Documentation in English on this topic, specific to 
the Iranian context, was limited and of variable 
quality. The Farsi-language literature helped in get-
ting a more realistic and local insight into citizens’ 
voice and participation in the Islamic Republic of 
Iran, but there were only a few number of articles.

The qualitative data collected in interviews were 
varied and rich and enormously helpful in shed-
ding light on this topic. However, the interviews 
unfortunately turned into very official WHO visits 
where frank expressions of thought may have been 
restricted in favour of more “official” views. An at-
tempt at mitigating this bias was made through 
honest exchanges between the WHO and Iranian 
authors when interpreting the interviews. In addi-
tion, a few interviews at the end were deliberately 
conducted without the WHO’s presence. We also 
triangulated data with the document review, which 
was conducted by four authors of differing institu-
tional identities.

The number of interviews was limited due to time 
and resource restrictions, and due to the applied 
nature of this study. Rather than being a strict aca
demic exercise, we attempted to answer a burning 
policy question relevant to current health sector 
decision-making.

Lastly, we wish to acknowledge translation prob-
lems in the broad sense of the word – literal trans-
lation was assured through a certified translator 
but this did not reduce the barrier of varying 
cross-cultural understandings of certain words 
and phrases. This limitation was addressed by 
referring back repeatedly to the original Farsi 
transcr ipts dur ing the analysis phase and 
cross-checking the meaning when needed.
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ORGANIZED FORMS OF PUBLIC ENGAGEMENT

The study objectives addressed in this section 
were to assess the current situation of health-
related NGOs, philanthropic activities and the role 
of charities in translating public voice into action 
and community action in health.

DEFINITIONS OF CIVIL SOCIETY, 
NONGOVERNMENTAL ORGANIZATIONS 
CHARITIES, AND COMMUNITY-BASED 
ORGANIZATIONS

The Islamic Republic of Iran has a long history of 
civic engagement and philanthropy, which are en-
shrined in its culture and religious thought, espe-
cially in social spheres such as health. Although the 
imported term “civil society” was increasingly used 
in relation to civic activity in the late 1990s, its defi-
nition in the Iranian context has never been com-
pletely clear (2, 3). What is clear is that the ideals 
represented by western notions of civil society and 
civic engagement have been in the Iranian psyche 
for centuries and have been influential in shaping 
social, political and economic life (2). For example, 
religious charities, often described as the backbone 
of civil society in the country, and urban NGOs in 
some areas, provide valued social services (e.g. 
assistance to orphans and poor children), and 
many do so in a truly participatory manner at local 
levels. The Director-General for NGOs and CBOs in 
the MoHME estimates that around 14  000 chari-
ties, NGOs, community funds, or foundations exist 
in the country, with 10% of them working in the 
health sector; other religious entities are engaged 
in charity work (4). Charity is therefore an integral 
part of community life in the country and an 
important vehicle for the participation of certain 
sectors of the population.

For purposes of this analysis focused on organized 
forms of civic engagement in the health sector, we 
draw on Hegel’s view of civil society as a product of 
history (5). In the Iranian context, this would mean 
regarding civil society as the collective internalization 
of a civic sense as well as the civic activity stimu-
lated by it. In essence, individual charitable action 
and community support for the poor has always 
been part and parcel of the population’s fabric.

The concept of civil society used in the interna-
tional development world is anchored in the idea 
of the state and civil society being two separate 
entities, with civil society being explicitly “non-
state” in character, as an either opposing or com-
plementary force to the state, depending on the 
context. However, if civil society is rather a prod-
uct of a people’s history, as in the Islamic Repub-
lic of Iran, the state has “historically stood at the 
top of society as a paternalistic figure with respon-
sibility for welfare” (2).

It is thus important to understand that, in the Iranian 
context, organized forms of civic engagement 
have blurred boundaries between the state and 
the people, especially in social sectors such as 
health where welfare and charitable activities often 
see the state and non-state actors working hand-
in-hand. Due to government changes and the 
changing political context, there is also an evolving 
character to how civil society and civic action is 
viewed and played out in the Islamic Republic of 
Iran; it thus makes more sense in this context to 
understand civil society as a dynamic process 
rather than a static entity with definitive structures.

Keeping in mind this close interaction of state and 
society, charity and development and political, 
personal and financial ties in the Islamic Republic 
of Iran (6), we discuss the principal terms linked to 
organized forms of public engagement.

The Director-General for NGOs and CBOs in the 
MoHME defined an NGO as “an organization that 
is legal, non-profitable, independent, and volun-
tary. It supports the well-being of the people, es-
pecially the disadvantaged class. This is the defi-
nition that we’ve added in the Ministry of Health, in 
particular the disadvantaged class.” He went on to 

In this chapter, we employ the term “civil soci-
ety” or “civil society organizations” for all col-
lective civic action for social purposes*, wheth-
er organized or not, whether through  
registered bodies or not. This encompasses 
nongovernmental organizations, charities, 
community-based organizations, etc.

* For this analysis, it is implied that the action takes place 

in the health sector.

specify that “charities or charitable enterprises are 
more well-off people who want to do charity work, 
their work is more financial assistance. For exam-
ple, they give cash to orphans or widowed women. 
The NGOs that we recognize as the NGOs do the 
scientific work.”

According to the above-mentioned definition, NGOs 
are non-profit entities with no paid staff, indepen-
dent of the government or any political or religious 
agenda and mainly engaging in technical work 
and service delivery. While several NGOs do fit 
this definition, in practice many do not (e.g. many 
NGOs do have paid positions). However, this defi-
nition helps greatly in getting a sense of what most 
NGOs are most likely engaging in, which many 
study interviewees confirmed was largely curative 
care and patient support linked to specific diseas-
es, and how they most likely operate.

The insight provided by the Director-General for 
NGOs and CBOs on what a charity is links up 
closely with the Iranian (and Islamic) tradition of 
giving to the underprivileged, where there is need. 
Since the focus of the term “charity” is on financial 
assistance more than anything else, NGOs are 
often seen as charities if they undertake fundrais-
ing and have wealthy donors. Therefore, the same 
institution can be functionally both an NGO as well 
as a charity. As the CEO of the renowned cancer 
charity hospital Mahak confirmed in his interview, 
“25 years ago, charity organizations were regis-
tered under Article 10 of the Law of the Parties in 
Iran…such as Mahak…but in essence and unoffi-
cially, all recognize Mahak as an NGO in Iran.”

CBOs enjoy a long tradition in the Islamic Repub-
lic of Iran, especially in social sectors such as 
health, without necessarily being labelled as such. 
Indeed, volunteer work is ingrained in community 
life, with a strong commitment to contribute to 
communities. CBO work is traditionally localized 

and grassroots in nature, rather informal in some 
places but formalized in others, and not tradition-
ally under the direct control of the state nor private 
sector. One interviewee characterized CBOs as 
“the association…that is formed by the local resi-
dents with a local identity. Its difference with an 
NGO is that it does not have bureaucracies of reg-
istration and is formed based on an identity.”

In many settings, however, especially during the re-
form movement of the 1990s, some CBOs were in-
creasingly linked to or merged with state-sponsored 
health programmes due to the synergies and 
complementarities they offered. The Iranian gov-
ernment recognized the potential in using CBO 
channels for low-cost health programme delivery. 
In addition, much of the grassroots activities are 
often done in collaboration with institutions with 
close ties to state or parastatal entities, such as 
mosques, which inevitably lends itself to closer 
merging with government health activities.

Grassroots activities in health are also conducted by 
numerous informal social groups who are not regis-
tered with any government body. As the Director-
General for NGOs and CBOs affirmed, “A large num-
ber of organizations and social groups are into 
charity work, hundreds of thousands, but they do 
not have legal status”. This may be linked to a wish 
to stay as independent as possible from government 
intervention or religious convictions to stay anony-
mous while giving (7). Many of these informal (but, at 
times, very well-organized) social groups serve the 
poor and underprivileged. They resemble CBOs in 
that they have close ties to local communities and 
are heavily dependent on community networks.

Many of these informal groups work out of local 
mosques and use the infrastructure of clerical or-
ganizations (2), while remaining informal. Others 
have merged with organized health activities 
under the patronage of the Supreme Leader, mak-
ing them de facto formal.

The term “charity” is used more for financing 
charitable works whereas the term nongovern-
mental organization has the connotation of 
charitable action.

Community-based organizations conduct 
grassroots work in health, with close ties to 
communities and a focus on the poor and 
underprivileged.
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The notion of de facto formality also holds true for a 
plethora of health-related activities coordinated and 
funded by entities under the Supreme Leader. These 
organizations have vast resources and capacity, 
as well as the trust and familiarity of communities 
as a basis of their support and influence. Minimum 
alignment of such informal health work with the 
goals and activities of the HTP would greatly benefit 
population health. The same is true of the work of 
other quasi-civil society institutions, such as the 
social services branch of the Basij paramilitary orga
nization, which conducts health promotion and 
prevention and curative care. For example, in recent 
earthquake disaster relief efforts, the Basij worked 
alongside state representatives, although they 
were not the state’s official representatives. Coor-
dination of these activities, to reduce duplication 
and synergize efforts towards HTP goals, could 
create efficiency gains and win-wins for all sides.

CIVIL SOCIETY AS A MEDIATOR 
BETWEEN THE STATE AND THE PEOPLE

The notion of CSOs acting as a middleman (or 
middlewoman) between the state and the popu-
lation came up repeatedly in our interviews and is 
supported by the broader literature. Ultimately, 
civil society in the Islamic Republic of Iran fills a 
vacuum in the health space between people’s 
expressed needs and wishes and how the health 
sector is organized by the government to re-
spond to those needs and wishes. Iranian civil 
society often facilitates communication on behalf 
of the people for various purposes: to obtain in-
formation from the health system, to provide 
ideas, give feedback, complain, etc. This media-
tor role is clearly illustrated by a civil society 
member from the Qazvin province: “the [civil so-
ciety] person is so closely aligned with his or her 
group members that s/he constantly monitors 
the problems and demands and submits them to 
monthly meetings… Then we will prepare the 
minutes of the meeting. We send a correspon-
dence with the minutes to various organizations. 
Suppose the problem is related to the muni
cipality, we write down and officially declare that 
this person or group has such a problem and 

request the organization to resolve it. If it does 
not fix it or underperforms, we will send a copy to 
the Governor General.”

One of the roles which Iranian civil society takes 
on is thus a functional platform for dialogue and 
exchange between the populace and the state, 
because they are more organized, have a distinct 
purpose and are able to channel the information in 
a concise way. This role seems to be more of a 
one-way channel where needs are expressed 
bottom-up and decision-makers respond (or not). 
In terms of the HTP, given the necessary trade-
offs in health investments which sanctions will 
render more acute, this civil society role of dia-
logue is actually a critical one for the government 
to leverage in view of building consensus around 
those difficult decisions. In essence, it is a big 
value-add for the government to make this more 
of a two-way channel.

FUNDING FOR CIVIL SOCIETY 
ORGANIZATIONS

The funding situation for CSOs in the Islamic Re-
public of Iran is complex, partly because CSOs 
are difficult to define in the first place. Govern-
ment-run programmes such as the Volunteer 
Women’s Health Programme or the Communi-
ty-Based Participatory Research Programme are 
often mislabelled as “NGOs” because of the so-
cial nature of their activities, although they are 
entirely government-funded. On the other hand, 
their reliance on volunteers and on the inherent 
motivation to participate in Iranian society means 
that these programmes can be executed at a rel-
atively low cost.

Government funding, and moral and technical sup-
port in general, is a function of the overall general 
political environment favouring citizen action. Cur-
rently, solid support for population participation is 
demonstrated by the current government’s creation 
of a Deputy Ministry for Social Affairs in 2016 within 
the MoHME, with the explicit aim of improving inte-
gration of participatory approaches into the modus 
operandi of the health sector. The Director-General 
for NGOs and CBOs, a newly created post under 

this Deputy Ministry, explained how his department 
is encouraging civil society growth: “For example, 
the area of the University of Iranshahr covers a mil-
lion inhabitants that [does] not have even one 
NGO… We had a session with the NGOs to set up 
their branch there and they did. Now nearly 15 
NGOs are active in Iranshahr, and the same bene-
factors equipped the building also.” A current advi-
sor to the Minister made the point clear as well in 
pointing out the objectives of the new Deputy Min-
istry: “[The] Deputy for Social Affairs should have 
some budget to implement this pilot project, to em-
power the NGOs, to empower the communities, 
[and] to train the charities.”

That being said, NGOs and charities do still rely 
heavily on private donations for their existence; the 
term “charity”, as described above, is in fact linked 
more to financial contributions to philanthropies 
rather than charitable actions per se. One parlia-
mentarian interviewed even felt that public partici-
pation was mostly a question of financial contribu-
tion towards public goals: “[S]trengthening 
people’s participation [is] part of the approach...of 
[the] Ottawa Charter for Health Promotion. And fi-
nancing is one of the aspects that people can 
contribute to… Now, on the financial contribution 
of our people, we should not forget an option: 
benefactors. Benefactors are doing great things in 
the field of health. We may have more than thou-
sands of NGOs and CBOs, who are somehow 
helping in the field of health, or those who contri
bute to the construction [of health facilities].”

The willingness of Iranian citizens to contribute, 
including financially, is seen increasingly by the 
government as a means of contributing to achieving 
public health objectives, such as those of the HTP. 
Given the re-imposition of economic sanctions, 
the government may have little choice, at least in 
the short term, in order to maintain a certain qual-
ity and quantity of health services and health sys-
tem functioning. In-kind, moral and technical sup-
port will also be necessary, first to provide an 
enabling environment for civil society to operate 
and secondly to strengthen the capacity of civil 
society to contribute to public health goals.

THE GOVERNMENT’S APPROACH TO 
CIVIL SOCIETY WITHIN THE HEALTH 
TRANSFORMATION PLAN

Many interviewees described the current environ-
ment as open and enabling for testing, scaling up 
and institutionalizing participatory approaches. A 
Ministry official stated with regard to the Deputy 
Ministry for Social Affairs: “The Minister of Health 
emphasized that he was not willing for the [Deputy 
Ministry for] Social Affairs to just stay in the scope 
of the [central ministry]. All the universities and the 
deans of the universities [in the provinces] should 
know that the main mission of the Secretary, in 
this term, is regarding health as a social issue.“

However, an enabling macro-environment does not 
necessarily guarantee an enabling micro-environment 
at local or provincial levels. Interviewees also un-
derlined that some (not all) government entities 
not only lack confidence in the ability and utility of 
civil society or NGOs but often view them as di-
rect competitors instead of partners. One provin-
cial civil society representative summed it up flat-
ly: “Our authorities…think we are going to take the 
position from them.”

In light of the objectives of the HTP and the diffi-
cult economic climate, the role of civil society 
should be smartly positioned, encouraged and 
leveraged. The perception that civil society is a 
rival to the state in health affairs exposes the 
acute need for capacity-building initiatives for 
government actors so that they better understand 
civil society stakeholders and can leverage their 
potential strengths. This need is further underlined 
by another view expressed by an interviewee that 
the main route for civil society participation is 
through their votes for elected officials who make 
policies in Parliament: “Usually, people do not play 
a role in policy-making. And these are people’s 
representatives who can decide and plan in the 
field of policy. People do not directly interfere in 
politics, but their representatives play a major 
role in policy-making in the field of treatment. 
People reflect on their problems to their repre-
sentatives. Representatives try to resolve prob-
lems in the area of public health with legislation.” 
Such stances can only be counterbalanced by 
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capacity-building initiatives aimed at working with 
government cadres to demonstrate the added 
value of pursuing joint goals with civil society.

In line with the need for capacity-building for gov-
ernment cadres is the urgent need for the govern-
ment to take on a major coordination role to enable 
it to effectively steer the health sector – this means 
coordinating all activities within the health sector, 
even if they are carried out and implemented by 
civil society, quasi-state organizations or others, 
and aligning them towards HTP objectives. Coor-
dinating activities is not equal to controlling the 
activities, but rather harnessing the willingness of 
stakeholders to contribute to the HTP. This could 
be done, for example, by inviting such partners to 
the Supreme Council for Health and Food Security 
meetings when necessary, by establishing a na-
tional steering committee for health which includes 
all relevant stakeholders or by using the national 
health assembly to bring these particular stake-
holders together with the explicit objective to co-
ordinate among themselves.

In effect, government coordination with CBO and 
NGO actors is now more official with the creation 
of the Deputy Ministry for Social Affairs. One par-
liamentarian interviewed emphasized: “Certainly 
a…Vice Chancellor for Social Affairs was a posi-
tive and successful establishment within the 
MoHME. That they identify the CBOs, organize 
them, and direct them to where [they are] needed, 
is definitely effective, and I think it was a positive 
work that, fortunately, [was] undertaken and 
should be strengthened.” For other important non-
state or quasi-state actors in health, an exchange 
of information could avoid expensive duplication 
of effort and wasted resources. Streamlining all 
health sector activities, ensuring efficiency gains 
and joining forces for a common goal is now more 
needed than ever.

Another theme which came up in the interviews 
was government responsiveness to people’s stated 
needs and demands. Many people reported their 
disillusionment when legal decrees and formal de-
cisions for which they had advocated were not im-
plemented, underlying the need for systematic gov-
ernment follow-up to issues raised through the 

civil society medium. Encouraging civil society 
participation in the health sector logically means that 
the government must also have a plan for follow-up 
or, at the very least, a good plan for communica-
tion and collaboration with civil society to ensure 
that its viewpoint (e.g. regarding feasibility) is 
taken into consideration. Such a collaboration 
would also address the vital need for  building 
trust between the government and civil society, 
both to sustain the work of many of these organi-
zations and to fulfil the purpose of contributing to 
broader health sector objectives, such as those of 
the HTP.

The MoHME is actively promoting collaboration 
between dif ferent charities, NGOs and CSOs 
working on similar topics by supporting the for-
mation of networks (8), with a national secretariat 
under the tutelage of the MoHME. This initiative 
is focused not only on cross-civil society expo-
sure but also on building closer exchange on 
technical topics between civil society and the 
MoHME. These kinds of initiatives help foster the 
enabling environment needed for civil society ac-
tors in health to flourish and contribute to public 
health objectives.

CHALLENGES FACING CIVIL SOCIETY 
ORGANIZATIONS IN THE HEALTH SECTOR

Organized forms of social action have a long tra-
dition in the Islamic Republic of Iran, with much of 
the work done in the informal sphere. In fact, 
many CSOs, especially CBOs and faith-based 
charities, do not officially register with the govern-
ment. The reasons may be the desire to remain 
truly independent of the government, a religiously 
motivated wish to remain anonymous or cumber-
some bureaucracy. 

These three possible reasons represent a chal-
lenge for CSOs while operating in the Islamic Re-
public of Iran’s health sector. Cumbersome bu-
reaucracy is being reduced by the current 
government – for example interviewees empha-
sized the comparative facility and speed with 
which organizations are accorded licenses. Nev-
ertheless, registration remains daunting without 

explicit government support or a link to govern-
ment bureaucrats. The religiously motivated wish 
to remain anonymous is mainly relevant for finan-
cial contributions – the challenge is to ensure that 
this is respected while simultaneously making ex-
plicit which activities are being undertaken by 
whom in order to not duplicate activities and con-
tribute coherently to a broader public health goal.

Independence from the government is more diffi-
cult, as governments change, and collaboration is 
easier with some than with others. Nevertheless, a 
balance should be struck between coordination of 
civil society in order to take advantage of its full 
potential in meeting public health goals and the 
freedom of civil society to respond in its own way 
to community needs and demands. One inter-
viewee said: “Because the [public] organization is 
government-centred and wants everyone to serve 
it. But they [grassroots] want to have an indepen-
dent identity. This is happening because [the] gov-
ernment want[s] to take their freedom and do[es] 
not treat them as partners.”

A significant challenge for some civil society bod-
ies is lack of capacity, sometimes due to insuffi-
cient or unpredictable resources, which may re-
duce their credibility and thus their impact. 
Interviews with civil society representatives often 
revealed a sense of improvisation. One represen-
tative said, “[O]nly people who have been orga-
nized regularly and coherently with good rules and 
regulations will be able to resolve the problems 
they face.” In essence, a more systematic ap-
proach to the social work and a professionaliza-
tion of its volunteers to some extent is needed.
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PARTICIPATORY GOVERNANCE MECHANISMS 
AVAILABLE TO THE PUBLIC

The study objectives addressed in this section 
were to assess the status of public participation in 
health policies and programmes, the status of 
available participatory governance mechanisms 
and their functionality, and bottlenecks and op-
portunities for improved systematic engagement 
of people in health issues.

INCREASING INTEGRATION OF A 
PARTICIPATORY APPROACH TO 
DECISION-MAKING IN HEALTH

The Iranian government solicited people’s partici-
pation in programmes such as primary health care 
and women’s health immediately after the Islamic 
Revolution, partly as a means of providing ser-
vices at a low cost at a time when resources were 
scarce. Such initiatives included the Volunteer 
Health Worker programme, which began in 1992 
with 200 women, mainly from low-income neigh-
bourhoods in Tehran, and had reached 100 000 
women by 2007. In those early years, participation 
mainly involved implementing programmes de-
signed by government institutions, and this ap-
proach has not entirely disappeared.

Most of the programmes were implemented at a 
decentralized level, even if many were funded cen-
trally; it is telling that almost all of the published 
articles reviewed for this chapter focused on local, 
community-based health programmes and initia-
tives. These programmes implemented at local 
level are another avenue, besides through civil so-
ciety initiatives, for Iranian citizens to participate in 
health sector activities. Citizen participation in 
most of these mainly central government-funded 
programmes focused quite heavily on programme 
support and implementation. A clear separation of 
roles and responsibilities between those who fund 
and conceptualize the work, and those who exe-
cute, marks the approach of many of these pro-
grammes. Several studies pointed to the lack of 
opportunity for citizens to participate in areas 
such as monitoring and evaluation and, more im-
portantly, in decision-making (9). One study con-
cluded that “according to the participants (of com-
munity-based health programmes), governmental 

programmes have centralised decision-making 
and management processes and local volunteers 
have no role in selecting managers at different lev-
els of a programme” (10).

This began to change in the 1990s and early 
2000s, mainly with municipal health programmes. 
For example, the Urban Health Equity Assessment 
and Response Tool (HEART) allowed considerable 
local decision-making (11, 12), with discussions 
between community members and experts on 
how best to improve their health conditions, such 
that their decisions were taken up by municipali-
ties in most places. The enthusiasm of the com-
munities demonstrated the potential of involving 
local communities in issues that affect their daily 
lives. Similar pilot projects have effectively in-
volved communities in the design, implementation 
and evaluation of health activities and pro-
grammes, largely confined to the local level. Most 
of the programmes capitalized on the long tradi-
tion of civic sense in the Iranian population.

Municipalities, most notably in Tehran, were one 
of the driving forces in encouraging citizen partici-
pation in health. As a Neighbourhood Health 
House staff member in the Sharif district of Tehran 
mentioned in an interview, “[T]he Tehran munici-
pality, after years of taking care of the affairs by 
itself, dared to entrust the management of the af-
fairs to the people. [Then]…this structure took 
shape and was sustained and the municipality…
assumed the supportive role to help the people.” 
Indeed, a more direct link is seen between munic-
ipality decisions on health programming and feed-
back from communities and NGOs. Decision-mak-
ers at local and municipality levels have come to 
value feedback from programme volunteers who 
relay concerns of the community, which are con-
sidered carefully in health policy and planning. As 
one volunteer said, “In principle, we transfer the 
feedback of the community to [the municipality]. 
They get more familiar with the problems and de-
mands of the people.”

The current central government has taken note; 
there is a palpable and growing recognition that 
some of the good pilot and project results must 
be capitalized on and fed into national-level 

policy-making. The “socialization” of health, a term 
often mentioned in the MoHME, is an excellent 
starting point.

FRAGMENTATION AND DUPLICATION 
NEED TO BE ADDRESSED

The numerous pilot programmes, municipal initia-
tives and project-based research are not well con-
nected with each other, some ending up as one-
off projects and others continuing independently. 
Moreover, many successful, well-run and centrally-led 
projects were discontinued rather abruptly or rele-
gated to lower priority, with little documentation or 
inadequate evaluation. This has led to fragmenta-
tion and duplication of efforts and a lack of con-
solidation of lessons learned and progress made. 

The government should spend time and resources 
on coordination, especially in difficult economic 
times when each rial counts. The jurisdiction of 
and services provided by centres such as munici-
pal health houses, “people’s participation” hous-
es, health centres, and health posts (Table 4.1) 
overlap to some extent, which may or may not 
correspond to a true community need, as they 

arose in particular contexts. It would be useful to 
examine how municipal and centrally funded ser-
vices and their respective approaches to partici-
pation could explicitly complement and learn from 
each other’s experiences. 

Failing to adequately coordinate participation will 
not bring about the culture change envisioned in 
the MoHME commitment to “socialize” the way 
the health sector works. In the end, despite the 
gains made over the last few years, there are still 
many programmes and health initiatives run in a 
top-down way – participatory decision-making is 
not yet a widespread phenomenon. A coordinat-
ed, holistic and common approach to engaging 
the population will be necessary to ensure that 
efforts are channelled towards common public 
health goals.

A promising avenue in this regard are the local, pro-
vincial and national health assemblies which are 
slowly taking shape in the Islamic Republic of Iran. 
Targeted and participatory monitoring and evaluation 
of health programmes, together with citizen volun-
teers and the beneficiaries of the programmes, 
would also need to be undertaken and scaled up.

TABLE 4.1: 
FACILITIES FOR PUBLIC PARTICIPATION IN HEALTH IN THE ISLAMIC REPUBLIC OF IRAN

Type of facility Description

Municipal health 
houses and health 
clubs

In Tehran and many other cities, each district has a health house, which organizes clubs on 
health issues such as diabetes, ageing and blood transfusion to educate the public. Some also 
provide consultation and counselling under the supervision of the municipality’s director of 
health. All services are provided by volunteers.

Rural health houses These primary care facilities under the supervision of the MoHME and are run mainly by beh-
varzes, who are from the same village and trained in basic health services by the government. 
Some rural health houses also have volunteer staff who support the behvarzes in service deliv-
ery and outreach.

Urban health posts Same as rural health houses but located in urban areas.

Comprehensive 
health centre  
(rural and urban)

These centres have trained, government-employed, professional medical staff, who provide 
second-level service under the supervision of the MoHME. They also supervise the health 
houses and health posts and are thereby involved in participatory activities.

People’s 
participation 
houses

These are essentially community organizations governed and run by 21 volunteers represent-
ing different constituencies, including teachers, retired people, currently active workers, Basij, 
and religious groups. The governing body brokers between decision-makers and the popula-
tion in their catchment area.
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AVAILABLE PARTICIPATORY 
GOVERNANCE MECHANISMS AND THEIR 
FUNCTIONALITY

The mechanisms considered most relevant by the 
MoHME and the WHO are listed below, with re-
flections on their functionality and challenges.

Civil society networks

The MoHME through its Deputy Ministry for Social 
Affairs is investing in creating networks of NGOs 
working in the same health area, such as cancer. 
The President of the Mahak cancer hospital spoke 
about this initiative in his interview: “[In] recent years, 
a good move has been made in the Ministry of 
Health, indicating that the Ministry of Health be-
lieves in the role of NGOs in planning. The Deputy 
Minister of Health has helped to form a network of 
cancer NGOs. One year since the creation of this 
network, and because Mahak is the board chairman 
of this network, I can say that in this past year, the 
most important thing we did was learn to sit and 
work together around the table.”

This acknowledgement demonstrates one of the 
principal reasons why such networks are so impor
tant for not only developing civil society in the Is-
lamic Republic of Iran but also for bringing togeth-
er the different inputs from various civil society 
actors into a coherent whole. The President of 
Mahak hospital continued to elaborate: “Currently, 
thirty-six NGOs involved in cancer are members of 
the network…in Iran as a whole with different 
areas of activity, different dimensions and different 
expectations, which may still not be prepared to 
have a network together. We work together to run a 
network. Currently, according to the National Can-
cer Control Program, we are preparing a strategic 
plan for the network, to define the role of the net-
work and the Ministry of Health as partners working 
together. And we think it’s a golden era for the 
network to be able to create a protocol for collab-
oration with the government body and use it in the 
future.” Giving civil society the technical and moral 
support and, at times, resources to increase its 
capacity to collaborate and find consensus allows 
it to have a more equal voice in government-led 

policies. At the same time, it also makes it easier 
for the government to coordinate with civil society 
as it presents itself with a more united voice.

The initial networks which are the focus of MoHME 
support bring together registered NGOs, which 
mainly cover curative care; this could be expand-
ed to CBOs, charities, faith-based charitable or-
ganizations, semi-governmental organizations, 
etc. Networks, such as that for cancer, with spe-
cifically stated objectives and a defined division of 
roles and responsibilities would allow for syner-
gies and complementarities as well as promoting 
a culture of collaboration towards HTP goals. 
These networks could also assist in selecting the 
right people to participate in health assemblies, as 
discussed further below.

Call centre

The MoHME has set up a call centre as an innova-
tive platform to gather citizen input through a dedi
cated phone line, managed by a unit within the 
Ministry, the Center for Accountability and Com-
plaints of the Health System. A short three-digit 
number, 190, is allocated to this phone line and is 
fairly well-known by health system users. This was 
an initiative under the HTP, integrating various 
pre-existing complaint forums run by the MoHME 
into one centre.

EXAMPLES OF CIVIL SOCIETY 
NETWORKS IN IRAN:

•	Maternal & child health care
•	Family planning
•	Case finding and follow-up for tuberculosis, 

malaria, mental disorders, diabetes, and 
hypertension

•	Diseases with limited symptomatic treatment
•	Environmental health
•	Occupational heath
•	School health
•	Oral health
•	Elderly care
•	Community-based rehabilitation

MoHME CALL CENTRE STATISTICS

•	Number of staff per shift: 50-60
•	Mean daily number of calls: 1500
•	% of calls which resulted in filing a complaint: 10%

 

The previous forums were focused on complaints 
and were not always functional as it was not 
accorded a high priority. The importance given to 
this call centre for HTP implementation is attest-
ed by its opening hours of 24 hours a day and 
7 days a week. As one call centre staff member 
put it, “It is a great investment because people’s 
requests from any part of the country require 
government intervention, and this is needed in 
decision-making of senior executives to advance 
the goals of the transformation plan. It is notable 
that in the past these were scattered, and the sys-
tem was not coherent and focused.” 

Major features of the call centre which enable it to 
focus on health transformation are:

•	 It has dedicated staff members to analyse call 
data and to follow up on feedback given;

•	 It is not only on complaints but also on gather-
ing constructive ideas and suggestions, with re-
al-time feedback on health services across the 
country; and

•	 There is a strengthened decentralized govern-
ment network to ensure that more systemic bot-
tlenecks are addressed in the right policy dia-
logue forums.

A shift coordinator at the call centre underlined how 
it directly supports HTP objectives: “We…use the 
information that people provide to us as a public 
oversight tool, to protect the rights of the service 
receivers and of the service providers and to pro-
vide information needed by senior executives.”

One of the principal HTP objectives of reducing 
under-the-table payments to health providers has 
been effectively tackled with measures such as 
this call centre. Many of the citizen calls were 

made to report such payments. A call centre staff 
member reported, “One of the most important 
goals of the transformation plan was to protect 
the health system from unconventional payments 
that were common before the HTP… Tariff com-
plaints...are reported to us by people. After the 
people’s reports, and with the approval of the 
honourable Cabinet, a special committee has 
been set up to handle cases at provincial level… 
These complaints are dealt with legally and re-
ferred to the judicial authorities after review and 
verification. The function that this process has 
had for us [is] the unconventional payment has 
become close to zero.”

Such direct citizen feedback mechanisms are critical 
to ensure adequate reform implementation as well as 
popular support for the reforms. Such a mechanism 
requires a fairly heavy human resource investment 
– roughly 100 people work in the MoHME call cen-
tre – and is most valuable when used as a monitoring 
tool as it is in the Islamic Republic of Iran where 
feedback is collected systematically, analysed, 
and fed back into policy and implementation.

Local, provincial and national  
health assemblies

The health assembly initiative, which began in 
2016, aims not only at fostering participation in 
the health sector but also institutionalizing it for 
the long term. The idea is for health assemblies 
to take place at local, provincial and national lev-
els on a regular basis; the MoHME is working 
with local and provincial health authorities to 
support and build capacity for this. In 2017–2018, 
266 local health assemblies took place, 30 out of 
31 provinces conducted a provincial health as-
sembly and the first national health assembly 
was held.

These assemblies could consolidate the work of 
both the government and the population towards 
health sector reform as laid out in the HTP. The 
format offers a platform for citizen input, coordina-
tion among citizens, communities and civil soci-
ety, coordination between the state and the popu-
lation, and collective ownership of the HTP.
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As mentioned in previous sections, a long-standing 
tradition of civic action has always existed in some 
form at the grassroots. A local health assembly 
would serve to coordinate and consolidate this 
action and assist in institutionalizing local partici-
patory structures to enable more feasible and im-
plementable decisions. In addition, the local health 
assembly would be the ideal platform to bring to-
gether heterogenous CSOs working locally. It 
would also bring together the population as a 
whole with local civil society, giving those who 
may be less heard a voice as well. In essence, if 
developed well, local health assemblies have the 
potential to form the grassroots basis of local de-
cision-making which, through provincial and na-
tional health assemblies, can link upwards to na-
tional policy-making. These reflections are not 
new and have already taken root in the MoHME; 
different formats are being tried and tested with 
the different regions at the moment.

Efforts to build effective community and civil society 
networks for health should represent the founda-
tion for the local and provincial health assemblies. 
In Thailand, for example, the central-level National 
Health Commission Office provides technical sup-
port and capacity-building to strengthen networks 
at local levels with the aim of having better repre-
sentation at their health assemblies (13). The 
stronger and more functional the networks, the 
more representative the assembly delegates are of 
the people and communities they speak for. Another 
advantage of strengthening networks in parallel 
with developing and refining the health assembly 
process is the intra-community coordination to 
present a position at the assembly that reflects 
collective views and not individual interests. The 
health assembly then transforms into a forum where 
dialogue leads to a compromise between a finite 
set of various coordinated positions.

THE NATIONAL HEALTH ASSEMBLY  
AS A POTENTIAL OPPORTUNITY  
TO DE-FRAGMENT THE APPROACH  
TO PARTICIPATION

The national health assembly concept has great 
potential to bring together a wide range of stake-
holders to examine, discuss and find viable solu-
tions for health sector challenges, while simulta-
neously drawing on the same stakeholder base to 
help implement those very solutions.

The stakeholders brought together should include 
municipality staff working on health as well as 
central ministry authorities, semi-governmental or-
ganization health programme volunteers, religious 
charities, scientific associations, research centres, 
trade unions, representatives from other sectors, 
representatives from judiciary organs, etc. Such a 
broad stakeholder base exchanging on their re-
spective health-related activities would assist 
greatly in reducing duplication and fragmentation 
among the various projects, pilot studies and pro-
grammes co-existing in the Iranian health sector. 
Having the various stakeholders collaborate and 
coordinate with each other will not necessarily be 
easy; however, a platform such as the national 
health assembly could facilitate this greatly by 
providing an official annual event where exchange 
and debate can take place. The strength of the 
platform will be dependent on ensuring that all 
decisions taken via this platform are official, en-
forced and implemented.

The nascent national health assembly process in 
the Islamic Republic of Iran also serves as a po-
tential channel for NGOs and charities to influence 
national-level health decision-making, thereby 
better connecting the local with the national. To 
date, much of the long-term local participatory 
programmes have remained local in nature – those 
that are centrally-funded tend to be one-off pilot 
projects which have not always taken hold as 
long-term institutions (with some notable excep-
tions). It would be an immense missed opportunity 
if the different needs, views and willingness to 
contribute embodied in the multitude of local par-
ticipatory health activities were not adequately 

channelled towards sustainable health goals as 
outlined in the HTP.

The national health assembly also has the poten-
tial to build trust through regular dialogue between 
civil society actors and government institutions. 
Indications of misunderstanding and mistrust 
came up in interviews, with one interviewee stat-
ing, “For the first time, people don’t believe us. 
Because they have something in their mind, they 
don’t believe the government sometimes… Espe-
cially, in our country…if they understand we are 
from the government, first time, they will look [at] 
us very cautiously. But later you have to show 
them that you are positive to them, then maybe 
they change their ideas.” Experience from other 
countries demonstrate that increased trust is one 
of the intermediate results from a well-planned 
policy dialogue (14). Increasing exposure to each 
other and each other’s differing mentalities greatly 
fosters mutual respect for diverging views, thereby 
building trust.

COMMUNITY HEALTH BEHAVIOUR  
AND WOMEN’S EMPOWERMENT

Interviews repeatedly attested to community 
health volunteers’ achievements in raising people’s 
awareness and knowledge, thereby contributing 
to improving population health. Many volunteers 
themselves recounted stories of how community 
behaviours, especially with regard to health pre-
vention and promotion, had indeed changed over 
time. In addition, community awareness on health 
determinants led them to act decisively at times, 
as explained in the following vignette:

“In Kashan, close to Tehran…they understand the 
problem of motorcycle accidents is very prevalent 
in this area. So they decided and they went to the 
police officer. And they said, ‘according to our re-
search in our area, [the] number of accident[s] by 
motorcycle is very high, and we want to ask you 
something’. They said, ‘what do you want from 
us'. [We] said, ‘if somebody is coming to apply for 
[a] motorcycling license, please send them to us’. 
‘Okay that’s no problem’. So they know this area. 
Somebody came to them and the address was in 

that area, they would send that person to the 
community, and [we] will talk to that person like, 
‘okay congratulations! You are going to get a mo-
torcyclist license, but remember so and so, and 
they go to the hospital’ and [then we] show him 
the people who have been injured in the hospital. 
So [we] give him some information. After having 
this information, the number of accidents had 
been decreased. So that was a research before 
and after the intervention. That intervention was 
very simple that they needed the agreement with 
the police officer. So, something like this, very 
small thing, but the methodology is very 
important”.
– Former manager, Community-Based Participa-
tory Research Programme

Another positive impact mentioned was the in-
creased ability by citizens and communities to 
better identify and express their health needs, 
greatly facilitated by volunteer support. These 
achievements, in turn, led to volunteers feeling 
empowered by their work. The mostly female vol-
unteers gained much informal influence due to 
their status, experience and confidence (15, 16). 
Participation thus empowered women to support 
public sector decisions for their communities, 
without having a more formal role.

LEGAL FRAMEWORKS  
FOR PARTICIPATION

Currently, there is no formal legal guarantee of 
public participation in health in the Islamic Republic 
of Iran. One parliamentarian said, “laws [should] 
still be made so that more people are encouraged 
and contribute, I think there is still a lack [of this].”

A culture of participation, therefore, depends on 
whether of f icials support it. One interviewee 
described the value placed on participation:  
“Today the Minister strongly supported that all of 
the Vice-Ministers should strengthen socialization 
insights in their own specialized fields.” Another 
said that “the Tehran municipality, after years of 
taking care of the affairs by itself, dared to entrust 
the management of the affairs to the people.” A 
former politician also stressed the importance of 
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political support: “The message is that when you 
go to community participation, the political issues 
are very important, and they can stop you or ac-
celerate you… [E]verybody likes doctors, cap-
sules, ampules, you know, these are technical is-
sues. But when it comes to the community, it is 
[a] political issue. So it depends on the ideology 
of the person who is going to be the Minister or 
the President.”

One way of encouraging and sustaining participa-
tory governance and making it more immune to 
changes in government is to anchor it in a clear 
legal framework. This may be easier said than 
done, but it is worth reflecting on the possibility 
and preparing the ground for such a framework. A 
good example is the national health assembly pro-
cess in Thailand, which is an integral part of the 
National Health Act 2007; this Act obliges the Thai 
government to fund its National Health Commis-
sion Office to organize the assemblies every year. 
This makes the assembly process more stable 
over time, even if there are changes in govern-
ments who may give different levels of support.

INTERSECTORAL COLLABORATION

The study objectives addressed in this section 
were to assess the status of intersectoral collabo-
ration in health policy and programmes and the 
link between intersectoral collaboration and par-
ticipatory policy-making, in view of strengthening 
both initiatives.

THE SUPREME COUNCIL FOR HEALTH 
AND FOOD SECURITY AS A PLATFORM 
FOR HIGH-LEVEL INTERSECTORAL 
COLLABORATION

To establish a structure for intersectoral collabora-
tion in health policy-making, two supreme coun-
cils were formed in 2001, which were subsequent-
ly merged into the Supreme Council on Health and 
Food Security in the fourth National Development 
Plan (2005–2010). This Supreme Council was ap-
proved by Parliament through a law, which states 
that the President of the country must act as its 
head and the MoHME is to act as its Secretariat. 
The Supreme Council’s objectives are to:

•	 Make policies for health promotion and food 
security,

•	 Review and approve programmes and actions 
in health promotion and food security,

•	 Define and monitor basic indicators of health 
and food security,

•	 Approve national health standards for general 
development programmes,

•	 Approve the programme of the public health 
and food security service,

•	 Approve the monitoring structure, and

•	 Establish coordination among relevant executive 
bodies for health and food security.

By the end of 2018, 15 meetings had been held, 
covering communicable diseases (e.g. HIV/AIDS, 
malaria, leishmaniasis), noncommunicable diseas-
es, healthy edible oils, flour fortification, health ed-
ucation and promotion, healthy agricultural prod-
ucts, health equity, health of elderly people, early 
childhood development, sanitation, national health 
assemblies, and promotion of physical activity.

One of the Supreme Council’s objectives is to fa-
cilitate high-level intersectoral cooperation to im-
prove the quality of life and equity in health. One 
interviewee described its high-level patronage: 
“There is a very progressive law in relation to the 
Supreme Council for Health and Food Security, 
which was passed by the Parliament, for the fact 
that the head is the President himself and nine to 
eleven ministers are present at the Supreme 
Council for Health.”

The Supreme Council thus includes the Ministers 
of Health and Medical Education, Agriculture, Ed-
ucation, Commerce, Sport and Youth, Industry, 
Trade and Mines, Welfare and Social Security, and 
the Interior; the National Standards Organization; 
the Environmental Protection Organization; and 
Iran Broadcasting.

The Secretariat, housed in the MoHME, ensures 
day-to-day collaboration with other sectors on 
various determinants of health. The Secretariat is 
also closely involved in joint commissions with 
other ministries and sectors on health topics. The 
consistent feedback given by representatives of 
other sectors who were interviewed for this review 
was that the presence of this Secretariat greatly 
improved cross-sectoral relations by dedicating a 
unit which served as a focal point within the 
MoHME for other sectors. In essence, intersec-
toral collaboration is initially based on building a 
relationship between sectors based on a common 
understanding of the issue at hand, the latter 
being a frequent barrier to collaboration. Having a 
MoHME unit (the Secretariat) with staff members 
specifically assigned to work with other sectors 
allows for steady and regular dialogue to con-
struct such understanding jointly. One interviewee 
from the Ministry of Sport emphasized this point, 
“One of our problems in the field of sport is that 
there has always been a conflict between those 
who studied in the field of sports and the medical 
community… The distance between us has been 
an attitude, so our beliefs did not allow us to get 
close together. And I would like to thank [the Sec-
retariat of the Supreme Council] at the MoHME, 
who provide the environment that brings the sport 
and medical communities together”.
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Besides being the implementing body of the Su-
preme Council, one of the key tasks of its Secretar-
iat is to organize the national health assembly on a 
regular basis. The first Iranian national health as-
sembly took place in 2017, and it has been con-
ceptualized as a key platform for both participa-
tion and intersectoral col laboration. One 
interviewee highlighted, “The community thinks 
about needs, the needs are…also [with] other 
sectors, and the point is that they are supported 
by the national health assembly, and this is the 
programme of the MoHME… This is the pro-
gramme of Supreme Council [of Health and Food 
Security], so it is supported by political commit-
ment.” By bringing together population groups to 
discuss health from their perspective, health is au-
tomatically viewed more broadly, going beyond 
the health sector – thereby making the health as-
sembly platform an ideal mechanism for collabo-
ration across sectors.

LOCAL LEVEL INTERSECTORAL 
COLLABORATION

Neighbourhood health councils and people’s par-
ticipation houses have been stimulating local in-
tersectoral collaboration for years, with represen-
tatives of the Ministry of Education, the police 
force and local NGOs. In practice, at local level, 
the number of actors is limited and there is more 
familiarity among different stakeholders, allowing 
for an easier and more natural collaboration 
across sectors. Community health workers (the 
range of this type of work being done by either 
volunteers, urban health care workers, behvarzes, 
and others) regularly reach out to other sectors as 
part of their core tasks and have the distinct ad-
vantage of community trust on their side, further 
facilitating intersectoral collaboration.

Local intersectoral work is supported by provincial 
health and food security working groups estab-
lished by the provincial councils of planning and 
development, headed by the provincial governor. 
With dedicated resources, these working groups 
bring together local work on the social determi-
nants of health and report problems to the Su-
preme Council. They also attempt to address 
shortages of funding for operationalizing decisions.

IMPROVING INTERSECTORAL 
COLLABORATION

Intersectoral collaboration in all countries is hin-
dered by lack of a common understanding of the 
concept as different sectors perceive health and 
collaboration differently. This was also found in 
our study. The result is often unclear roles and re-
sponsibilities and no clear lead sector, limiting the 
work that is done. Many of the interviewees from 
outside the health sector said that coordination 
should be improved. Coordination through joint 
budgets and sharing of data and information might 
be a solution, although it might be dif ficult to 
achieve in practice. As there is resistance to the 
issue, a formal agenda point on this topic may be 
useful to discuss in a Supreme Council meeting, in 
view of drafting clear rules and modus operandi of 
how joint budgets and data sharing should work. 
In addition, one interviewee suggested that third 
parties such as the Planning and Budget Organi-
zation or international organizations can play an 
important role in facilitating a solution on this topic.

At central level, much of the work on the determi-
nants of health and intersectoral collaboration has 
been conducted in university research projects. 
The working groups supported by the Supreme 
Council might form links with decentralized inter-
sectoral action through community health workers 
and neighbourhood institutions.

Strong personal relationships and trust appear to 
be the basis for cooperation, and these should be 
fostered, with the Secretariat of the Supreme 
Council as the focal point. Interviewees from all 
sectors agreed that collaboration should be for-
malized, with written roles and responsibilities. 
Memoranda of understanding have been used 
successfully in the past and could be used more 
often for the operationalization and monitoring of 
activities. An employee of the Road Maintenance 
Organization said, “an MoU was signed between 
the Ministry of Health and Road Maintenance Or-
ganization. The main issue of the agreement is… 
improving the safety of villages for the people 
whose level of knowledge on safety is limited… 
The most important point in this Memorandum is 
the use of the existing capacities of the health 
houses. [The Road Maintenance Organization] 

executive officers in charge of…implementation of 
these plans were behvarzes. The issue that was 
obvious in the implementation of these plans was 
that in the past, [our] trainers were somehow alien 
to the people, while behvarzes are often well-
known to the villagers, and a great intermediary 
for the two-way transfer of concepts.”

Memoranda of understanding and formal agree-
ments between government institutions could also 
clarify the overlapping responsibilities of sectors. 
An example was given by a representative of the 
Ministry of Sports: “We have a series of overlap-
ping disciplines with the Ministry of Health that in-
clude sports nutrition, sports psychology and 
motor correction. These three fields overlap with 
the Ministry of Health, but according to the agree-
ment we have together, the attempt is that the 
treatment section [is] to be assigned to the Minis-
try of Health and diagnosis, evaluation and the 
assistance to sports injury [is] to be assigned to 
the Ministry of Sports and Youth.”
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WAY FORWARD

A thriving civil society and an overall culture of 
participation depend on the political climate in any 
country, and this study reaffirms these principles 
for the Islamic Republic of Iran. The stronger the 
presence of pro-participation government officials 
and the more interaction they foster with citizens, 
the more participation will become institutional-
ized and formalized. Participation and civic action 
are certainly not new to the Islamic Republic of 
Iran, yet there still exists overlaps and duplications 
among the different types of formal, semi-formal, 
and informal CSOs. More coordination is needed 
between the different participation initiatives to re-
duce fragmentation and channel volunteer enthu-
siasm and resources towards the common goals 
of the HTP. The local, provincial and national 
health assemblies potentially offer unique plat-
forms for this coordination role.

This study confirmed that civil society in the Islam-
ic Republic of Iran plays a valued mediator role 
between the state and the people; however, it is 
currently more of a one-way channel (from the 
people to the state). Creating a two-way channel 
with more government-initiated interaction with 
civil society actors for policy dialogue and con-
sensus-building is currently a missed opportunity. 
Again, platforms such as the health assemblies 
could be more smartly used to create and main-
tain such a channel.

Capacity-building of civil society through the pro-
motion of networks and technical support can 
help civil society to participate more meaningfully. 
If this meets an enabling environment for partici-
pation, which the Deputy Ministry for Social Affairs 
in the MoHME is working to establish, civil society 
and community voices can be better harnessed 
towards HTP goals.

Intersectoral collaboration functions fairly well, 
with the Secretariat of the Supreme Council on 
Health and Food Security being a key player for 
coordination across sectors and providing con-
crete, funded support for cross-sectoral matters. 
However, there is room for improvement, especial-
ly in terms of formalizing collaborations, putting 
together joint work plans and perhaps even pool-
ing budgets cross-sectorally.

In conclusion, the potential to harness citizen’s 
voice to move closer towards the collective goals 
of the HTP are not to be underestimated. Given 
the overall culture of motivated participation and 
structures which have been put in place during 
the past few years (e.g. health assemblies, Su-
preme Council for Health and Food Security, civil 
society networks), government actors have re-
cently made good attempts at more systematically 
providing space for people’s voice. Maintaining po-
litical will is the crucial factor which, if weakening, 
could dismantle inroads already made, especially 
in view of the uncertain macro-economic outlook 
with effects on the Islamic Republic of Iran.

The Iranian government should continue on its 
path towards the HTP, continue promoting the so-
cialization of health through its Deputy Ministry for 
Social Affairs and tread the dual track of support-
ing participatory governance mechanisms while 
simultaneously working with civil society to build 
capacity and ensure that no one is left behind.
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KEY MESSAGES

The 2014 Health Transformation Plan (HTP) 
had three objectives: improve the stability 

of financial resources for health, ensure 
financial protection against undue hardship 
due to paying out-of-pocket (OOP) for health 
and increase access to high-quality health 
services. Facilitating factors were high-level 
political support from the President and an 
initial injection of US$ 3 billion by the 
government in the first year of implementation. 
Hindering factors were perceived as due to 
insufficient coordination and involvement of 
technical experts in policy design and 
implementation, lack of documentation  
and understanding of the overall vision  
and increasing costs exacerbated by the high 
rate of inflation and economic sanctions.

The design and implementation of these 
reforms are inherently tied to the 

institutional and organizational landscape in 
the country. In the Islamic Republic of Iran, 
this landscape is complex. While formal 
legislation sets out strategic directions and is 
backed by strong political will, its translation 
into effective policies sometimes faces 
challenges due to the multitude of 
stakeholders in both the public and private 
sectors, with different institutional mandates 
and sometimes incompatible interests. The 
complexity is also due to the overlapping 
roles and responsibilities of some stakeholders 
and their many formal and informal ways of 
working. These should be fully coordinated  
to build shared interests, buy-in among 
stakeholders, alignment with other policies 
and system arrangements, and adequate 
technical, financial and managerial capacity  
in implementing institutions.

To better ensure the impact of health 
system reforms, facilitating factors should 

be leveraged and hindering factors minimized 
by considering policy options to: clarify the 
roles and responsibilities of each major actor 
within the health system, strengthen 
coordination structures and underlying 
communication and consultation processes, 
and build technical and managerial capacity 
to strengthen the design and implementation 
of reforms. Finally, there is a strong need 
for the development and documentation of 
a comprehensive reform strategy. This 
should include development of costed action 
plan and identification of stable and 
sustainable financing streams given the 
uncertain macro-economic environment.

During the past four decades, the Islamic 
Republic of Iran has implemented several 

major health system reforms to meet three 
overall objectives: improve access to primary 
health care (PHC) services, extend population 
insurance coverage as a means to improve 
financial protection and increase efficiency in 
the purchasing of health services.

Reforms to extend population access to 
PHC services in the Islamic Republic of 

Iran are widely acknowledged for their pro-
poor orientation and innovative approaches 
centred on community health workers. 
Reforms were successful and have contributed 
to major improvements in maternal and 
child health outcomes. Implementation of 
reforms notably benefited from legislative 
endorsement of the Alma Ata Declaration 
and significant public finances. Some 
challenges were encountered in adapting  
the service delivery model to urban settings 
and in coordination among stakeholders, 
including the private sector.

The Islamic Republic of Iran has also 
undertaken reforms to extend population 

health insurance coverage such as the 2005 
rural health insurance scheme and the 2014 
extension to all remaining uninsured. Reforms 
were successful with coverage reaching near 
universal levels of 95% of the population in 
2017. Institutional factors that facilitated 
these initiatives were a legislative act in 1994 
that mandated universal coverage and strong 
political will, including from President 
Rouhani himself. Continued success will 
require addressing hindering factors, notably 
by ensuring that health insurance funds have 
sufficient administrative, managerial, financial, 
and technical capacity to cover new members.

Reforms to increase the efficiency of 
purchasing and provider payment 

methods for both primary and tertiary care 
services have faced many challenges. While 
policy initiatives were supported by 
legislative acts and initial budget transfers, 
implementation was hindered by difficulties 
in coordination because of changing power 
dynamics after the split in purchasing and 
provider functions, the lack of capacity in 
insurance funds to undertake the newly 
mandated strategic purchasing functions and 
concern about sustaining adequate financial 
resources for continued implementation due 
to both internal and external economic factors.
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INTRODUCTION

Noteworthy reforms include those to extend and 
improve the provision of basic public and primary 
health services to all Iranians through initiatives 
such as the 1983 establishment of the National 
Health Network, which rapidly improved the PHC 
system in rural areas immediately after the Islamic 
Revolution and the 2005 family physician pro-
gramme, which further extended and strength-
ened service provision (1,7–10). The extensive pri-
mary care network and its innovative delivery 
model improved health in the Islamic Republic of 
Iran, such that it achieved Millennium Development 
Goals 4 and 5 on maternal and child mortality re-
duction (11–13). Current reforms in PHC face chal-
lenges of increasing urbanization, changing life-
styles and an evolving epidemiological burden (10).

Other notable reform efforts were in the purchas-
ing of health services. Reforms for secondary and 
tertiary health services in public hospitals were 
initiated in 1995 and for PHC services in rural 
areas in 2005, but faced challenges because of 
flaws in policy design and underlying institutional 
factors hindering the strategic purchasing of ser-
vices (9,14). In contrast, reforms to extend popula-
tion insurance coverage, such as the launch of a 
rural health insurance scheme in 2005 and the 
extension of health insurance to all the remaining 
uninsured in 2014, have been largely successful 
with coverage reaching near universal levels of 
95% of the population in 2017 (see Chapter 2). 
Current challenges in insurance arrangements 
consist of the fragmentation of pools of funds, 
lack of modern performance-based payment poli-
cies and ensuring the financial sustainability of the 
reforms (see Chapters 2 and 3) (15–18). Last but 
not least, the government launched a Health 
Transformation Plan (HTP) in 2014, building on 
previous reforms to achieve universal health cov-
erage (UHC) by 2025 (1,2,19).

The reforms were all made in an institutional and 
organizational landscape that is complex, not 
least because of many formal and informal rules 
that guide a multitude of actors. PHC has pre-
dominantly been both publicly provided and fi-
nanced by the Ministry of Health and Medical Ed-
ucation (MoHME), while secondary and tertiary 

level care is delivered and sometimes also fi-
nanced by public providers (see Chapter 3). Pri-
vate providers play an increasingly important role 
in primary care and especially in specialist ser-
vices in urban areas. Private financing, largely 
from household out-of-pocket (OOP) payments, 
accounts for almost two fifths of current health 
spending and is the second largest source of 
health financing in the country (20). There are also 
multiple public actors financing health with ar-
rangements fragmented among four main public 
health insurance funds and 17 smaller funds linked 
to state-run entities (see Chapter 2) (15). Thus, 
multiple stakeholders play a role, oftentimes over-
lap, and do not necessarily share common inter-
ests – operating in a context with historically weak 
coordination mechanisms (21).

The overall aim of this chapter is to provide an 
overview of key health system reforms in the Is-
lamic Republic of Iran between 1975 and 2014, 
paying particular attention to the institutional con-
text in which the reforms were implemented. Spe-
cific chapter objectives are:

•	 To provide an overview of the institutional and 
organizational landscape of the health sector by 
identifying the key actors, their responsibilities 
and general governance arrangements;

•	 To undertake a broad assessment of major 
health system reforms by identifying their objec-
tive(s) and key aspects of their design and im-
plementation, including the organizations in-
volved and the underlying institutional factors 
that influence their effectiveness; and

•	 To propose policy options to better ensure that 
the design and implementation of future reforms 
will achieve their intended objectives.

The chapter is based on an institutional analysis, 
which involved identifying the organizations in-
volved in health reforms and identifying institution-
al factors to assess whether these facilitated or 
hindered the design and implementation of re-
forms (e.g. whether laws support the policies, sys-
tem strengths or weaknesses, shared or conflict-
ing interests, collaborative or individualistic ways 

The Islamic Republic of Iran has undertaken sev-
eral major reforms of its health system during the 
past four decades (1,2). Fundamental changes 
were made in policies and system arrangements 
to improve the performance of the health system 
and, ultimately, the health of the country’s popula-
tion. Health system reforms are challenging pro-
cesses, not least because of the complex and dy-
namic nature of the underlying health systems 
themselves but also because they are deeply 
embedded in the socio-economic, political and 
institutional context in which they function and 
evolve (3,4).

The reforms in the country’s health system were 
made against the backdrop of the Islamic 
Revolution in 1979, a decade-long war with 
neighbouring Iraq during 1980–1989, international 
economic sanctions resulting in frozen assets and 
trade embargoes, rising inflation, unstable energy 
markets, and civil strife and instability in 
neighbouring countries. The country has thus 
experienced difficult socio-economic and political 
constraints, which have shaped the course of 
various health system reforms.

Reforms are inherently tied to the institutions and 
organizations that guide the design and imple-
mentation of policy changes. Institutions consists 
of rules and norms that are both formal (i.e. official 
laws, policies, rules, and regulations enforced by 
national authorities) and informal (i.e. social norms, 
customs, traditions, current practices or proce-
dures, and ways of working) (3,5,6). Institutions 
can thus be considered as the underlying “rules of 
the game” as they guide and influence the actions 
of an organization or group of individual stake-
holders (5). In turn, organizations, driven by their 
own objectives and beliefs or values, can reinforce 
or modify institutions. Collectively, these interac-
tions influence the direction and effectiveness of 
policy shifts.

The major reforms to the health system in the Is-
lamic Republic of Iran (Fig. 5.1) have had three 
main objectives: to improve access to primary 
health care (PHC) services (especially in rural 
areas), extend population insurance coverage as a 
means to ensure financial protection and increase 
efficiency in the purchasing of health services.

1980-85 
Building of the  
primary health  
care network 

1985 Integration 
of Ministry of Health 
and University of 
Medical Sciences to 
form the Ministry of 
Health and Medical 
Education

1994 Parliament 
approval of the Universal 
Health Insurance Act

1994 Establishment  
of the Medical Services 
Insurance Organization, 
later known as the Iran 
Health Insurance 
Organization

2005 Launch of the 
rural health insurance 
scheme

2010 Parliament 
approval of legislation 
to merge public health 
insurance funds

2014 Launch 
of the Health 
Transformation 
Plan

1975 
Establishment 
of the Social 
Security 
Organization

1979 Establishment of the Imam 
Relief Committee Health Insurance, 
later known as the Imam Khomeini 
Relief Foundation

2005 Purchaser– 
provider split for primary 
health care services in 
rural areas

2005 Launch of  
the family physician 
programme

2012 Merger 
of basic insu-
rance funds 
under the Iran 
Health Insurance 
Organization

1995  
Parliament approval of 
the hospital autonomy 
policy, changing purcha-
sing arrangements for  
secondary and tertiary 
health services in 
public hospitals

FIGURE 5.1 
KEY HEALTH SYSTEM REFORMS IN THE ISLAMIC REPUBLIC OF IRAN, 1975–2014
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of working, and governance and coordination op-
portunities or challenges) (5). The analysis was 
based on a desk review of published literature and 
official government documents (e.g. reports, laws, 
regulations, media articles) and was further in-
formed by semi-structured interviews with repre-
sentatives of Parliament, the Budget and Planning 
Organization, MoHME, health insurance funds, 
and provider associations (Box 5.1). A narrative 
synopsis was subsequently developed for each 
reform, together with systematic and critical re-
flection of institutional aspects that facilitate or 
hinder the implementation of reforms based on 
global knowledge (Box 5.2).

Box 5.1: Overview of analytical methods

Desk review of published literature: Evidence 
was gathered through a literature search 
across three databases (i.e. Pubmed/Medline, 
Web of Science and Scientific Information Da-
tabase) and Google Scholar. Searches were 
conducted for English and Farsi language lit-
erature published up to 2017. Both published 
and grey literature were included. The search 
strategy varied according to the functionality 
of each database’s search engine with the fol-
lowing search terms: “institution”, “gover-
nance”, “stakeholder”, “capacity building”, 
“health care reform”, “health sector reform”, 
and “health transformation plan”. The search 
was supplemented by reviewing the reference 
list of the literature identified through the da-
tabase search and by recommendations made 
from experts in the field of health systems re-
search. Titles and abstracts were screened for 
inclusion, and the full-text was reviewed to ex-
tract relevant data for analysis and discussion 
by authors.

Semi-structured interviews: Evidence was 
gathered through semi-structured interviews 
with representatives of the following institu-
tions: Parliament, Ministry of Health and Medi-
cal Education, Budget and Planning Organiza-
tion, health insurance funds, providers’ 
associations, and academia. Consent was ob-
tained from all participants and interviews 
were recorded, transcribed and analysed 
using a framework analysis method.

Box 5.2: Understanding the institutions underlying 

health reforms – key factors that facilitate success

Institutions are particularly critical for the suc-
cess of health reforms because they influence 
the design and implementation of policy 
changes and thus affect the impact of reforms 
(22). In other words, institutions are important 
because they provide the capacity for devel-
opment. The institutional context of a country 
must be understood in order to assess the 
practicality, viability and sustainability of a re-
form, and thus ensure that appropriate institu-
tions exist that are capable to support the 
planned changes.

Many approaches have been used to assess 
institutional contexts (23). A well-established 
framework involves identification and analysis 
of four factors: control (formal and informal 
rules), associations (formal and informal rela-
tionships), actions (practices, ways of working) 
and meaning (beliefs, norms or social values). 
Despite broad consensus on the importance 
of institutions, there is no blueprint for institu-
tional reform in a country, and the capacity to 
effectively implement health reforms is highly 
context-specific (24).

Drawing across the global knowledge base, the 
following institutional factors have been found to 
be conducive to the effectiveness of reforms:

•	 Governance space: Political stability, the ab-
sence of conflict, regulatory tools to control 
corruption, economic growth, and accounta
bility mechanisms will help to create an en-
abling environment for reforms to be effec-
tively designed and implemented.

•	 Political will and consensus: Strong moti
vation of key decision-makers and of stake-
holder groups will help to ensure that reforms 
are translated into action that is sustained 
over time.

•	 Formal legislation: High-level decrees, laws, 
policies, regulations, or codes of conduct 
will serve as official directives and thus help 
to ensure that declared reforms or rights are 
protected by law and related policy actions 
are carried out.

•	 Supporting resources: Financial, physical 
and human resources, including building the 
capacity of implementing institutions, will 
help to ensure that declared reforms do not 
remain an empty promise and materialize.

•	 Coordination and communication: Mecha-
nisms for coordination and channels for 
communication among all stakeholders will 
help to ensure robust policy design and 
implementation, foster understanding and 
buy-in and increase accountability.

•	 Direction: A clear and comprehensive long-
term strategy for implementing the reform that 
realistically considers a country’s political, 
macro-economic, institutional, social, and cul
tural context will help to ensure better under
standing of the overall aim of the reform.

Authors’ adaptation (22,25–27)
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THE HEALTH SECTOR LANDSCAPE  
IN THE ISLAMIC REPUBLIC OF IRAN

aims of the policies were to increase sustainability 
in health financing, quality of services, availability of 
infrastructure and supplies, and efficiency in man-
aging demand for and supply of health services. 

KEY STAKEHOLDERS OF THE HEALTH 
SYSTEM

In the Islamic Republic of Iran, the institutional land
scape was reorganized after the 1979 Revolution to 

ensure the effective provision of basic social ser-
vices to the population. Table  5.2 provides a cur-
rent overview of the key stakeholders either directly 
operating in or having an indirect influence on the 
functioning of the health system. Fig. 5.2 further 
shows their structural relations.

The Supreme Leader of the Islamic Republic of 
Iran, as the highest-ranking religious and political 
leader, oversees the functioning of the govern-
ment (including the MoHME), Armed Forces and 

The institutional and organizational landscape of 
the health system in the Islamic Republic of Iran is 
complex, with many actors carrying out multiple 
responsibilities and guided by formal rules as well 
as informal ways of working. These complex inter-
actions take place within the country’s public sec-
tor management structures and overall governance 
arrangements. Based on latest values of six global 
governance indicators (i.e. voice and accountability, 
political stability and absence of violence, govern-
ment effectiveness, regulatory quality, rule of law, 
and control of corruption), the country has signifi-
cant room for improvement, although some prog-
ress has been made over time (25,28).

FORMAL LEGISLATION UNDERLYING 
HEALTH SYSTEM REFORMS

Six formal legislative pieces, i.e. written laws or 
policies enforced by national authorities, can be 
considered the foundation of all health reforms in 
the country: (i) the Constitution, amended and ad-
opted in 1979, which recognizes health as a fun-
damental human right; (ii) Parliamentary endorse-
ment in 1984 of the 1978 Alma Ata Declaration, 
which catalysed the establishment of the coun-
try’s PHC network; (iii) six consecutive 5-year Na-
tional Development Plans (NDPs) since 1989, 
which set out broad macro-fiscal and socio-eco-
nomic strategies, including for health; (iv) the Uni-
versal Health Insurance Act, approved by Parlia-
ment in 1994, which mandates universal insurance 
coverage; (v) “Iran’s vision for 2025”, which was a 
strategic document developed in 2003 outlining 
orientations for the health sector; and (vi) “mega-health 
policies”, which consisted of 14 high-level health 
policies decreed by the Supreme Leader of the 
Islamic Republic of Iran in 2014.

The country’s strong commitment to improving 
the health of its population underlies all its health 
reforms. This commitment can be traced back to 
its Constitution, which embraces the principles of 
equity and justice and recognizes health as a fun-
damental human right. Commitments to health are 
also reflected in the 5-year NDPs, which set out broad 
directions for macro-fiscal and socio-economic 

policies and are the basis for subsequent health 
sector policies, such as ensuring equitable access 
to health services or improving financial protection. 
Table 5.1 summarizes the broad direction of each 
5-year NDP and its associated policy emphasis for 
the health sector.

Other legislative acts that significantly influenced 
health reforms in the country was the 1984 endor
sement by the Iranian Parliament of the 1978 Alma 
Ata Declaration. This catalysed public investment in 
a PHC approach for strengthening the Iranian 
health system, for which the country has received 
global recognition for its innovative community-
oriented delivery model for basic public health (26). 
Another important legislation underlying health 
reforms was the Universal Health Insurance Act, 
approved by the Iranian Parliament in 1994. This 
Act represents the beginning of the country’s drive 
towards UHC as it mandated insurance coverage 
for all its citizens. It has notably resulted in the cre-
ation of the Medical Services Insurance Organiza-
tion (MSIO) (now known as the Iran Health Insur-
ance Organization (IHIO)) and of the High Council 
for Health Insurance (HCHI), which is responsible 
for developing policies on population insurance 
coverage, medical tariffs, purchasing of health ser-
vices, and provider payment methods. It has fur-
ther served as the cornerstone for publicly financed 
extensions of health insurance in rural areas in 
2005 and nationwide in 2014.

Two other formal institutional pieces greatly influ-
enced the design and implementation of health re-
forms in the Islamic Republic of Iran. “Iran’s vision 
for 2025”, prepared by the government in 2003, 
sets the long-term goal of making the health sys-
tem more efficient and equitable, thereby improving 
overall population health. The vision advocates 
consideration of health in all policies and account-
ability and innovation in the continued development 
of the health system (29). In addition, in 2014, the 
Supreme Leader of the Islamic Republic of Iran an-
nounced 14 high-level health policies, commonly 
referred to as “mega-health policies” (30). These 
policies defined the principles underlying the coun-
try’s health system: social justice, public parti
cipation and collaboration among sectors. The 

TABLE 5.1: 
5-YEAR NATIONAL DEVELOPMENT PLANS (NDPS): BROAD DIRECTIONS FOR THE MACRO-ECONOMY AND 
SPECIFIC POLICY EMPHASIS FOR THE HEALTH SECTOR

Source: Authors’ analyses of 5-year NDPs

5-year NDPs* Broad directions  
for the macro-economy

Specific policy emphasis  
for the health sector

1979–1988 Emphasis on government involvement in  
planning and organizing macro affairs,  
especially in regard to social justice and  
economic and political independence

•	Scaling up the number and building the ca-
pacity of the health workforce and health 
facilities

•	Greater public investment in the health sector

•	Improvement of health outcomes through a 
focus on public health and PHC

First NDP

1989–1993/94

Reconstruction of the industrial sector,  
extension of social services and reduction of 
imbalances in the distribution of resources

•	Physical extension of health facilities, 
particularly in the public sector

•	Completion of the PHC network

•	Development of standards for health 
promotion

Second NDP

1995–1999/2000

Stabilization of the macro-economy and  
reduction of the financial burden of economic 
transitions on society

•	Extension of public health insurance 
coverage 

•	Strengthened capacity of health facilities, 
including the outsourcing of health servicesThird NDP

2000–2004/05

Structural and institutional reforms for economic 
liberalization and privatization

Fourth NDP

2005–2009/10

Continued emphasis on liberalization and 
privatization, stressing greater reliance on 
market forces 

•	Promotion of equity in access to and financing 
of health

•	More efficient and higher-quality provision of 
health services

•	Recognition of determinants of health

Fifth NDP

2011–2015/16

Public sector reforms oriented towards equity 
and social justice, with special attention to the 
poor and vulnerable 

Sixth NDP

2016–2020/21

Public sector reforms to increase transparency 
and stability in order to attract investment and 
foster development of the country

•	Endorsement of the values underlying UHC

•	Transformation of the health system to im-
prove the stability of financial resources for 
health, ensure financial protection against 
undue hardship due to paying OOP for health 
and increase access to high-quality health 
services

*The 5-year NDPs began in 1989; the dates are conversions from the Iranian solar calendar, which covers 21 March to 20 March.



HEALTH SYSTEM TRANSFORMATION IN THE ISLAMIC REPUBLIC OF IRAN: 
AN ASSESSMENT OF KEY HEALTH FINANCING AND GOVERNANCE ISSUES

115 116

HEALTH SYSTEM TRANSFORMATION IN THE ISLAMIC REPUBLIC OF IRAN: 
AN ASSESSMENT OF KEY HEALTH FINANCING AND GOVERNANCE ISSUES CHAPTER 5

legislative and judicial systems. The President, 
elected directly by the public, is the next high-
est-ranking political official and is in charge of na-
tional affairs, including appointing ministers and 
administering laws and acts approved by Parlia-
ment and supported by the Supreme Leader. The 
current President Rouhani has declared health a 
priority for the country’s development and has no-
tably promised health care for all Iranians as part 
of his signature reform known as the Health Trans-
formation Plan (HTP) (19,21,31).

Iran’s legislative body is the Majlis Shoraye Islami 
(Parliament), which formulates policy and is the 
platform for debate and discussion. It is responsi-
ble for enacting laws (including those for health) 
and approves the 5-year NDPs from which 
health-specific policies are derived.

The Budget and Planning Organization (previously 
known as the Management and Planning Organi-
zation) plays a key role in strategic planning and 
monitoring of the country’s development and pre-
pares the 5-year NDPs. According to those plans, 
the Budget and Planning Organization proposes 
annual national budgets, including allocations to the 
health sector, which are approved by Parliament. 
In turn, the Ministry of Economic Affairs and Finance 
is responsible for executing the proposed budget 
and transferring public funds to the health sector.

The MoHME is the steward of the overall health 
system and is responsible for regulation, educa-
tion, purchasing, and provision. In coordination 
with other bodies (e.g. the Iranian Medical Coun-
cil), the MoHME regulates the public and private 
sectors in terms of standard setting, licensing of 
medical professionals and the production and dis-
tribution of pharmaceuticals. Perhaps unique to 
the Islamic Republic of Iran, the MoHME has also 
been responsible since 1985 for the education of 
medical personnel, including training, capacity- 
building and undertaking research. Furthermore, 
the MoHME also purchases and provides basic 
public health and primary health services through 
its PHC network under the oversight of Provincial 
Medical Universities, which act as official branches 
of the MoHME at provincial level.

Other ministries that operate in the health system 
are the Ministry of Cooperative, Labour and Social 
Welfare (formerly three separate ministries: Ministry 
of Cooperatives, Ministry of Labour and Social Affairs 
and Ministry of Welfare and Social Security) and the 
Ministry of Defence. Both ministries are involved in 
the purchasing of health services. The former 
hosts the Social Security Organization, whose 
members are mainly those in the formal private 
sector, and which previously had oversight over 
the Iran Health Insurance Organization, whose 
members were largely civil servants and rural resi-
dents at that time. The Ministry of Defence pur-
chases health services for members of the Armed 
Forces and their dependents.

In terms of financing the health system, there are 
four main public health insurance funds: the Iran 
Health Insurance Organization (IHIO), the Social 
Security Organization (SSO), the Armed Forces 
Medical Services Insurance Organization (AFMSIO) 
and the Imam Khomeini Relief Foundation (IKRF). 
Population coverage levels have evolved over time, 
such that 95% of the population was covered in 
2017 (see Chapter 2). IHIO mainly covers permanent 
civil servants, rural residents, the informal sector, the 
self-employed, and other socially vulnerable groups 
(e.g. martyrs, clergy, the disabled, and university 
students), who represented 43% of the population in 
2017. SSO is similar in size, covering 52% of the 
population and predominantly those in the formal 
private sector, the self-employed and other wage-
earners. SSO also owns health facilities and thus not 
only purchases but also provides services for its 
members. The AFMSIO covers military personnel 
and also provides services to its members through 
its own hospitals. The IKRF is a charity organization 
that covers the poor and vulnerable. In addition, pri-
vate insurance funds cover a small but growing pro-
portion of the population, providing health services 
that are complementary to the public benefit pack-
age to wealthier populations. All health insurance 
funds are governed to a greater or lesser extent by 
the High Council of Health Insurance (HCHI), a deci-
sion-making body responsible for developing poli-
cies concerning population insurance coverage, 
medical tariffs, purchasing of health services, and 
provider payment methods (see Chapter 3).

TABLE 5.2: 
KEY STAKEHOLDERS WITH A DIRECT OR INDIRECT INFLUENCE ON THE FUNCTIONING OF THE HEALTH SYSTEM

Stakeholder Responsibilities

Supreme Leader •	Oversees the functioning of the government, Armed Forces and legislative and judicial 
systems 

•	Develops high-level decrees or policies from which health-specific legislation or policies are 
derived

President •	Heads the government

•	Administers the national budget, including allocations to health

•	Appoints ministers, subject to the approval of Parliament

Parliament •	Approves ministers appointed by the President

•	Oversees the development, approval and implementation of general and health-specific 
legislation, including annual budget allocations

•	Approves the 5-year National Development Plans (NDPs)

Budget and Planning 
Organization

•	Prepares the national budget and decides on allocations to all branches of the govern-
ment and ministries, with final approval by Parliament

•	Develops the 5-year NDPs

•	Member of the HCHI, the decision-making body for health policies

Ministry of Economic 
Affairs and Finance

•	Collects and manages government revenues

•	Executes the national budget according to decisions proposed by the Budget 
and Planning Organization and approved by Parliament

•	Member of the HCHI

Ministry of Health,  
and Medical Education 
(MoHME)

•	Acts as steward of the entire health system and responsible for regulation, education, 
purchasing, and provision 

•	Chairs the HCHI

Ministry of Cooperative, 
Labour and Social 
Welfare

•	Hosts the Social Security Organization, one of four main public health insurance funds

•	Member of the HCHI

Ministry of Defense •	Hosts the Armed Forces Medical Services Insurance Organization, one of four main public 
health insurance funds

High Council of Health 
Insurance (HCHI)

•	Decision-making body mandated by the government to ensure universal access to 
health insurance

•	12-member council, chaired by the MoHME, responsible for developing health policies 
on population insurance coverage, medical tariffs, purchasing of health services, and 
provider payment methods

Iran Health Insurance

Organization (IHIO)

•	One of four main public health insurance funds covering permanent civil servants, rural 
residents, the informal sector, the self-employed, and other socially vulnerable groups. 
Funded by contributions from its members, their employers and the government.  
Under the oversight of the MoHME, previously under the Ministry of Cooperative, Labour 
and Social Welfare (then known as the Ministry of Welfare and Social Security).

•	Purchases health services from the MoHME and the private sector

•	Member of the HCHI
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Public health and primary health services are pre-
dominantly publicly financed and delivered through 
the PHC network run by the Provincial Medical 
Universities of the MoHME, while secondary and 
tertiary care are provided by MoHME-affiliated 
hospitals and those run by the SSO, the AFMSIO 
or the private sector and are funded through public 
and private insurance schemes and by OOP pay-
ments. The private sector is playing a growing role 
in service delivery and financing, particularly for 
secondary and ter tiary care for wealthier 
populations residing in urban areas, and is also 
heavily involved in the production and sale of 
pharmaceuticals.

There are a number of other bodies operating in 
the health system. Specialized councils and inde-
pendent organizations are involved in the develop-
ment, regulation and implementation of health poli-
cies, particularly for food and drugs. These bodies 
include the Supreme Council for Health and Food 
Security, the Food and Drug Organization and the 
Blood Transfusion Organization. Nongovernmental 
organizations also play a role, particularly in advo-
cacy, service provision and regulation (see Chapter 
4). Finally, the Iranian Medical Council is responsi-
ble for licensing, authorizing and registering all 
health care professionals, and the Iranian Nursing 
Organization performs the same role for nurses.

TABLE 5.2: (CONTINUED)
KEY STAKEHOLDERS WITH A DIRECT OR INDIRECT INFLUENCE ON THE FUNCTIONING OF THE HEALTH SYSTEM

Stakeholder Responsibilities

Social Security

Organization (SSO)

•	One of four main public health insurance funds covering the formal private sector, the 
self-employed and other wage earners. Funded from contributions from its members, 
their employers and the government. Under the oversight of the Ministry of Cooperative, 
Labour and Social Welfare.

•	Provides secondary and tertiary level outpatient and inpatient services through its own 
clinics and hospitals

•	Purchases health services from the MoHME, the private sector and its own health facilities

•	Member of the HCHI

•	Produces pharmaceuticals

Armed Forces Medical 
Services Insurance 
Organization (AFMSIO)

•	One of four main public health insurance funds covering military personnel. Funded by 
member premiums and government subsidies. Under the oversight of the Ministry of Defence.

•	Purchases health services from the MoHME, the private sector and its own health facilities

•	Member of the HCHI

Imam Khomeini Relief 
Foundation (IKRF)

•	One of four main public health insurance funds covering the poor. Funded by charitable 
contributions and government subsidies.

•	Purchases health services from the MoHME

•	Member of the HCHI

17 other health 
insurance funds

•	Smaller health insurance funds run by state-owned entities covering their employees 
with a supplemental and more generous benefit package

•	Purchases health services from the MoHME and the private sector

Health workers •	Provides health services to the population in the public and/or private sectors.  
Public sector workers in MoHME-affiliated facilities are considered civil servants and  
are salaried by the MoHME and contracted by the main public health insurance 
schemes. Private sector workers are a growing group, and dual practice is prevalent.

People •	Clients of the health system, who often have to pay for health services

•	Contributors to decision-making by voicing needs and expectations

It is clear that there are a multitude of stakeholders 
operating in the Iranian health system. The land-
scape is characterized by some overlap of roles 
and responsibilities, incompatible interests and/or a 
lack of shared interests, any of which may give rise 
to challenges in the design and implementation of 
reforms (21). Reforms are further affected by the 
ways in which these stakeholders interact, both 
formally and informally. Although some coordina-
tion mechanisms exist within and beyond the 
health system, they appear not to be fully support-
ed with adequate processes for communication, 
consultation, dialogue or decision-making (21). 

Well-established coordination mechanisms are 
essential to foster trust and build shared interests 
for improving the health system. Some structures 
like the HCHI are meant to foster collaboration 
and coordination but do not yet fully overcome 
longstanding tensions among stakeholders (e.g. 
ministries, health insurance funds and health pro-
viders) (17). Decision-making in the health system 
of the country, particularly in regard to the pur-
chasing of health services, has also been noted to 
be in need of strengthening in order to be more 
systematic, evidence-based, inclusive and trans-
parent (see Chapter 3).
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MAJOR HEALTH SYSTEM REFORMS  
IN THE ISLAMIC REPUBLIC OF IRAN

The family physician programme was intended to be 
implemented in both rural and urban areas; how-
ever, while it is found comprehensively in rural areas 
and has positive outcomes, its implementation 
was challenged in urban areas (14). The difference 
is likely due to the fact that the PHC network was 
already well-established and the population ac-
cepted community-oriented care in rural settings, 
whereas the PHC network was less developed 
and private sector providers were well-established 
with population preferences for curative care mod-
els in urban settings (10). Pilot tests in urban areas 
in the early 2000s were not scaled up, and the 
plan was abandoned in 2004 when the MoHME 
lost financial control at the time when the IHIO was 
separated from the MoHME and placed under the 
newly established Ministry of Cooperative, Labour 
and Social Welfare. Interest in extending the family 
physician programme to urban areas was renewed 
in 2011 by the MoHME, but difficulties were again 
encountered, and the initiative was stopped after 
four months when the Minister of the MoHME 

changed (14). In 2014, the programme was yet 
again revitalized, particularly in pilot tests in the 
two provinces of Fars and Mazandaran.

Reforms to extend PHC services, from the initial net-
work centred around behvarzes to delivery models 
led by family physicians, met both facilitating and 
hindering factors (Table 5.3). The main facilitating 
factors were legislative support, budgetary support 
and alignment with an existing and well-functioning 
PHC network in rural areas. The main hindering fac-
tors were the differing institutional interests of the 
two main implementers, a top-down implementation 
approach and ill-designed contracts with family phy-
sicians that did not create positive payment incen-
tives for health providers (10,14). In urban areas, 
there was misalignment with the system on the 
supply-side given a less established PHC network. 
Furthermore, a strong private sector who opposed 
the programme as it restricted their access to 
consumers, and the preferences of the population 
for specialist curative care also further hindered 
implementation.

TABLE 5.3: 
INSTITUTIONAL FACTORS UNDERLYING REFORMS TO EXTEND ACCESS TO PRIMARY CARE SERVICES

Facilitating factors Hindering factors

•	Political commitment with endorsement of the policy in 
the fourth, fifth and sixth 5-year NDPs

•	Legislative support with development of a national plan 
for the extension of the PHC network

•	Financial support with PHC financed by the public 
budget, particularly in the early years of the extension 
of its network

•	Technical support with the formation of a special council 
for the promotion and extension of the PHC network

•	System readiness with the extensive PHC network 
already existing in rural areas

•	Population acceptance of community-oriented care in 
rural areas

•	Alignment with the launch of the rural health insurance 
scheme as the means for further ensuring financial 
access

•	Lack of developing an overall strategy in a consultative 
manner led to incoherence in the policy goals of the 
two main implementers (MoHME and IHIO) and coordi-
nation challenges

•	Financial deficits given an underestimation of the funds 
required due to a lack of robust calculations

•	System misalignment with a less well-developed PHC 
network in urban areas hindered scale up in these areas 

•	Conflicting interests and lack of engagement with the 
powerful private sector in urban areas contributed to 
their resistance to the policy

•	Lack of engagement with public health providers  
contributed to ill-designed contracts and unintended 
provider behaviours

•	Lack of engagement with urban residents to promote 
awareness of the community-oriented referral model 
focused on preventive care led to a lack of its buy-in  
in urban areas

•	Unstable political support with changes at ministerial 
level hindered scale up in urban areas

The Islamic Republic of Iran has implemented sev-
eral major health system reforms with three overall 
objectives: improve access to PHC services, extend 
population insurance coverage as a means to en-
sure financial protection and increase efficiency in 
the purchasing of health services. For each objec-
tive, we identified specific policy initiatives, de-
scribed their objectives, identified institutional fac-
tors that influenced their design or implementation, 
and assessed how they might have facilitated or 
hindered the effectiveness of policies.

EXTENDING ACCESS TO PRIMARY 
HEALTH CARE SERVICES

The Islamic Republic of Iran has long been recog-
nized internationally for its innovative approach to 
PHC (26). During the past four decades, pro-poor 
public policies have extended population access 
to basic health services. The major policy inter-
ventions were the establishment of the PHC net-
work during the 1980s, changing the service de-
livery model with the family physician programme 
in rural areas in 2005 and its subsequent extension 
to urban areas in 2011 (1,8,10,26,32). These ef-
forts have origins in the 1978 Alma Ata Declara-
tion, which was endorsed by the Iranian Parlia-
ment in 1984 (10). A PHC approach, with a focus 
on rural and underserved populations, has thus 
been fundamental to strengthening the Iranian 
health system and has benefited from governmen-
tal financial support (10).

Extension of basic health services in the country 
began in the early 1980s and continued through 
the 1990s (1,8,10). Services were initially delivered 
through an innovative model centred around com-
munity health workers, known as behvarzes. 
These individuals were formally trained for two 
years and supervised by a general physician (33). 
Behvarzes played a gate-keeping role as the first 
point of contact with the health system in rural 
areas. This community-oriented model contribut-
ed to substantial improvements in several health 
outcomes: reducing child and maternal mortality, 
increasing life expectancy at birth and improving 
family planning outcomes (34).

By 2005, approximately 25 years after the establish-
ment of the PHC network, new challenges 
emerged due to the growing burden of noncom-
municable diseases and increased expectations 
of the population demanding access to higher-level 
specialist care (7,13,35). This led to the family 
physician programme, which changed the service 
delivery model, such that family physicians or 
general physicians were now the first point of con-
tact, taking over the gatekeeping role previously 
played by Behvarzes. Family physicians also of-
fered more comprehensive primary care, with a 
larger health team of nurses and midwives and 
and with a greater emphasis on treatment. The 
programme was implemented in 2005 at the same 
time as a new rural health insurance scheme (see 
Chapter 2) and changes to purchasing arrange-
ments, with the IHIO now responsible for financing 
primary care services in rural areas (see 
Chapter 3).

The programme received legislative support from 
Parliament, which passed a law making the 
MoHME responsible for establishing a referral sys-
tem through the family physician programme (10). 
The policy was also reflected in the fourth 5-year 
NDP. Such endorsements ensured that the policy 
was translated into action. Furthermore, the pro-
gramme benefitted from financial support from 
the public budget (although this has been claimed 
to be inadequate and not based on robust calcu-
lations) and an existing and well-functioning PHC 
network in rural areas (32,36). Difficulties arose 
from the lack of developing a reform strategy and 
doing so in a consultative manner, which did not 
lead to reconciling different institutional interests 
of the two main implementers. The aim of the 
MoHME was to promote health by extending pri-
mary care (mainly preventive services) through a 
family physician referral model in rural and urban 
areas, while the aim of the IHIO was to reduce the 
financial risk associated with accessing curative 
services in rural areas (9). In addition, the imple-
mentation approach used was reported to result 
in inadequate capacity-building and buy-in from 
both the IHIO, as the purchaser, and health work-
ers, as the providers. Both were not adequately 
equipped to handle new responsibilities (9,32).
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national health insurance fund (16). The aim was to 
reduce fragmentation in insurance arrangements 
given a landscape of four main public health insur-
ance funds (many of which have multiple sub-
schemes), 17 other schemes run by various state 
entities and several private insurance schemes 
providing complementary health services that are 
not publicly funded. The intent was to improve effi-
ciency and equity in insurance arrangements as 
fragmentation had resulted in duplication, gaps  
and disparities in coverage (15,16,37,41). It was 
considered that greater pooling of risks and re-
sources would facilitate cross-subsidies and thus 
better ensure the financial sustainability and equity 
of coverage and improve efficiency by increasing 
the purchasing power of health insurance funds.

Risk-pooling reform was based on various pieces of 
legislation, starting with a 2001 proposal that 
aimed to unify the social security system and ap-
proved by Parliament in 20041. This proposal was 
further reflected in the fourth 5-year NDP such 
that the IHIO (then MSIO) moved in 2005 from the 
MoHME to the Ministry of Cooperative, Labour 
and Social Welfare, which also housed the SSO. 

1	 Following the third 5-year NDP, a Comprehensive Organizational Structure 
of the Social Security System (COSSSS) was proposed to Parliament in 
2001, which would ensure unified stewardship of the social security system. 
In 2004, Parliament enacted the COSSSS and the Ministry of Coope
rative, Labour and Social Welfare (then the Ministry of Welfare and Social 
Secur i ty) was establ ished and given al l responsibi l i t ies and re lated 
authorities in insurance.

Despite this change in governance, there was no 
physical or functional merger between the IHIO 
(then MSIO) and the SSO or within individual funds 
themselves, and the change was thus superficial 
(16). Nevertheless, interest in reducing fragmenta-
tion in insurance arrangements was renewed in 
2010, when Parliament passed a law stipulating a 
structural merger of all public health insurance 
funds (except the AFMSIO). The initiative was fur-
ther supported in the fifth 5-year NDP. Two years 
later, in 2012, some smaller insurance funds that 
provided a basic level of coverage were merged 
under the MSIO, which was formally reconstituted 
as the IHIO.

Since 2012, no further attempts have been made to 
structurally reduce fragmentation, although the 
HCHI has attempted to functionally integrate funds 
in terms of ensuring policy coherence (e.g. particu-
larly for insurance contribution rates, the benefit 
package, cost-sharing, and public provider tariffs) 
(see Chapter 3). Other efforts to improve the 
risk-pooling of insurance funds, such as formal re-
distribution of risks or development of a compre-
hensive database, have not yet been undertaken 
(see Chapter 2). In addition, following a Parliamen-
tary Act, the IHIO moved back under the oversight 
of the MoHME in 2016. Insurance arrangements re-
main the subject of ongoing debates and are unlike-
ly to be resolved in the short term (15,16,37).

HEALTH INSURANCE REFORMS

Extending coverage

Over the past 30 years, the Islamic Republic of Iran 
has been implementing major health insurance re-
forms to extend coverage across its population to 
reach universal levels. The country has made consi
derable progress with an estimated 95% of its 
population affiliated with an insurance fund in 2017 
(see Chapter 2). These efforts have origins in the 
Universal Health Insurance Act passed by Parlia-
ment in 1994. At that time, only an estimated 60% of 
the country’s population was covered, which was of 
great concern for the Iranian government (37). The 
Act represents the beginning of the country’s drive 
towards UHC and can be considered the corner-
stone for insurance policies to extend health in-
surance coverage to rural populations in 2005 and 
to the remaining uninsured population in 2014.

In 2005, the government initiated a rural health in-
surance scheme in recognition of noted coverage 
gaps in rural areas and falling short of reaching uni-
versal coverage. The aim was to extend insurance 
coverage to all rural residents with premiums subsi-
dized by the government. The scheme was sup-
ported by Parliament, with its passing of the Rural 
Health Insurance Act in 2005. It was launched with 
other policies, notably those concerning the family 
physician programme and changes in the purchas-
ing arrangements for PHC services as part of 
broader efforts to extend access and improve af-
fordability. The rural health insurance scheme is 
considered to be relatively successful as it provid-
ed coverage to approximately 20 million more indi-
viduals (38). Current policy concerns are the sus-
tainability of financing to cover benefits and 
ensuring alignment with service delivery to meet 
the increased demand for health services.

While the rural health insurance scheme greatly ex-
tended coverage, nearly a fifth (18%) of the popula-
tion still remained uninsured in 2013 (based on 
household survey data), leading to another call for 
universal coverage made in 2014 with President 
Rouhani issuing statements in the media to encour-
age everyone who was not insured to register for 

coverage. Under this signature policy, colloquially 
known as “Rouhani-care”, the uninsured population 
was to be covered by the IHIO with premiums sub-
sidized by the government (39,40). This initiative 
similarly has origins in the 1994 Universal Health 
Insurance Act and was further supported by Parlia-
mentary approval of the fifth and sixth 5-year NDPs, 
in which relevant articles stipulated that extension  
of coverage be supported by funds redirected  
from targeted subsidies. Rouhani-care resulted  
in another major increase in coverage with an ad
ditional 8 million more people covered between  
2013 and 2017 (see Chapter 2). Similar to the rural 
health insurance scheme, current policy concerns 
are the sustainability of financing to cover benefits 
and ensuring alignment with service delivery to 
meet the increased demand for health services.

Table 5.4 lists factors identified as having had an 
effect on the implementation of reforms to extend 
insurance. The reforms benefited from strong po-
litical will, supporting legislation, public financing, 
and convergence with social values. These facili-
tating factors helped to ensure that the policy 
goals were translated into action and that resourc-
es were available to support those actions and 
contribute to greater population coverage. Never-
theless, other factors seem to have hindered the 
reforms from having an even greater impact. For 
example, top-down implementation tends to stifle 
collaboration and coordination and often over-
looks the building of capacity and resources. Health 
insurance funds were not fully equipped to cover 
new members, which was exacerbated by the frag-
mentation of health insurance arrangements. In 
addition, lack of robust calculations led to underes-
timation of the funds required for the plan such 
that insurance funds reportedly struggled to main-
tain and sustain coverage (see Chapter 2).

Reducing fragmentation

Another major insurance reform effort in the Islamic 
Republic of Iran was an attempt to merge many of 
the existing public health insurance funds into one 

TABLE 5.4: 
INSTITUTIONAL FACTORS UNDERLYING REFORMS TO EXTEND HEALTH INSURANCE COVERAGE

Facilitating factors Hindering factors

•	Political will with President Rouhani leading a call for 
universal coverage

•	Supporting legislation with the 1994 Universal Health 
Insurance Act mandating universal coverage and 
reflection in 5-year NDPs

•	Budgetary alignment with the allocation of funds  
to support the rural health insurance scheme and 
stipulation that a percentage of revenues from targeted 
subsidies would be used to support the extension of 
coverage in 2014 to all the remaining uninsured

•	Population support given convergence with Islamic so-
cial values of solidarity and wide recognition of health 
as key to development

•	Top-down implementation contributed to a lack of 
buy-in and insufficient administrative, managerial and 
technical capacity of health insurance funds to cover 
new members

•	Fragmentation of insurance arrangements resulted in 
weakened ability to strategically purchase services to 
cover new members

•	Underlying system inefficiency in regard to a generous 
benefit package, purchasing arrangements and  
integration of demand-side and supply-side subsidies

•	Lack of financial support given the allocated budget  
was not based on robust estimations and was  
insufficient to cover and sustain increased  
population coverage
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by charging FFS, thus replacing line item transfers 
from public budgets with FFS payments to be col-
lected from households in the form of co-payments 
and from the IHIO (then MSIO), which was given 
the responsibility of purchasing such services. 
Thus, supply-side subsidies for staf f salaries 
were removed; this signif icantly af fected the 
self-suf f iciency of newly autonomous hospitals, 
which now relied on FFS. The Act further stipulated 
that the IHIO (then MSIO) would purchase a specific 
package of hospital services for citizens to be par-
tially financed by per capita premiums paid by the 
government (42,43). The reform was known as the 
“hospital autonomy policy”, indicating comprehen-
sive changes; however, in reality, it only changed the 
provider payment mechanism and other aspects of 
autonomy in regard to hospital management and 
operations remained unchanged (42).

The intent of the reform was to improve the perfor-
mance of hospitals by increasing efficiency in the 
provision of services, thereby reducing costs and 
the burden on government budgets (42–44). It 
was considered that rendering public hospitals 
autonomous would foster competition and lead to 
greater efficiency, higher-quality health services 
and better accountability. The policy was initiated 
in the backdrop of broader economic reforms 
aimed at liberalizing the public sector, especially in 
education and health (45). At the same time, the 
country faced rising inflation rates from 9% in 
1990 to 20% in 1991, and population demand 
for health services was increasing (10,46). These 
factors contributed to rising hospitals costs and 
exacerbated financial risks borne by the govern-
ment. This may have led to the policy’s focus on 
the financial aspects of autonomy, particularly rev-
enue raising.

Unfortunately, the policy did not have the desired 
outcome as FFS led to greater inefficiency and 
even exacerbated the financial situation and the 
quality of health services in some MoHME-affiliated 
hospitals. While the introduction of the FFS pay-
ment mechanism allowed hospitals to generate in-
come, some actually incurred losses because they 
were providing services to the uninsured or to 
those who were insured but could not make 

co-payments. Some hospitals reportedly denied 
services to people without insurance, raising seri-
ous concern about access and eroding public 
trust in the health system (43). The hospital auton-
omy policy was financially reliant on the 1994 Par-
liament Act to universally extend health insurance; 
however, this was not yet in place. The funds re-
ceived by hospitals from the IHIO (the MSIO) were 
both insufficient and frequently delayed, such that 
some MoHME-affiliated hospitals were no longer 
able to afford to provide care and came close to 
shutting down (42,44).

To remedy these unintended effects, a series of 
ad-hoc initiatives were put in place to fill funding 
gaps by reallocating funding earmarked for medi-
cines to hospitals and by borrowing from the IHIO  
(then MSIO) (42). In the end, the reform to develop 
hospital autonomy was put on hold and purchas-
ing arrangements reverted to previous mecha-
nisms. A year after the policy was introduced, it 
was revoked in a 1996 amendment by Parliament, 
which revived an article in the annual budget act 
that mandated the government to again finance 
the salaries of hospital staff (47)2. Despite revert-
ing back to line-item payments, FFS payments are 
still an important source of hospital financing, 
partly because the government had difficulty in 
mobilizing sufficient funds to pay staff salaries and 
partly because the insurance organizations were 
slow to reimburse hospitals (43). Moreover, physi-
cians had come to expect FFS payments as a 
supplement to their salaries. During this period, 
there was a substantial increase in OOP payments 
for health services (43).

While changes to the purchasing arrangements 
for inpatient services in MoHME-affiliated hospi-
tals were supported by both political will and leg-
islation, a number of factors ultimately hindered 
the policy’s design and implementation (Table 5.6). 

2	 By the time of the third 5-year NDP for 2000–2004/05, efforts to achieve 
hospital autonomy were renewed under a revised plan, the “Comprehensive 
Plan to Reform Managerial and Economic Structure of Hospitals” (aka 
“Hospitals Trustee”). This initiative was more comprehensive than previous 
proposals and covered aspects such as managerial restructuring, opera-
tional budgeting, performance-based management, outsourcing, man-
agement of physical resources, and information systems. In a pilot proj-
ect, 18 hospitals were granted autonomy in 2009. However, the policy has 
not yet resulted in fundamental changes (42,43).

Reforms to reduce fragmentation of insurance ar-
rangements have unfortunately not been imple-
mented as intended because of various political, 
financial and organizational factors (Table 5.5). 
Despite facilitating factors such as legislative sup-
port reflected by the 2001 legislation for the social 
security system and the 5-year NDPs, there con-
tinues to be lack of political will and lack of moti-
vation in the health insurance funds themselves, 
the majority strongly opposing a merger. Health 
insurance funds are used to operating with financial 
and organizational autonomy and are reluctant to 
lose that autonomy in a merger (16). The insur-
ance funds were not consulted in the develop-
ment of the legislation, which further contributed 
to their resistance and weak policy design of fi-
nancial, organizational and managerial aspects. 
Furthermore, there was a lack of clarity about 
which stakeholder should lead implementation. 
The 17 smaller but better-resourced insurance 
schemes were also unwilling to assume financial 
responsibility of the four main public funds (espe-
cially the IHIO, IKRF and AFMSIO) given these rely 
substantially on the government budget for fund-
ing and faced financial constraints. Members of 
these 17 schemes were also concerned as they 
did not want to lose their entitlements to a supple-
mental and more generous benefit package.

PURCHASING AND PROVIDER PAYMENT 
REFORMS

Over the years, the Islamic Republic of Iran has 
experimented with purchasing and provider pay-
ment arrangements, but these have unfortunately 
faced challenges in their design and implementa-
tion. Two initiatives concerned a 1995 hospital au-
tonomy reform, in which purchasing arrangements 
for secondary and tertiary health services in pub-
lic hospitals were changed from line item budget 
transfers to fee-for-service (FFS), and a 2005 
purchaser–provider split for PHC services in rural 
areas, in which the MoHME no longer assumed 
both purchasing and providing functions and the IHIO 
now carried out the purchasing function based on 
per capita contracts. The intent of both reforms 
was to improve the ef f iciency and f inancial 
sustainability of the public health care system and 
to improve the quality of service delivery (9,42).

Purchasing of secondary and tertiary health 
services in public hospitals

Reforms for purchasing outpatient and inpatient 
services in MoHME-affiliated hospitals were initia
ted in 1995 (see Chapter 3). Until then, the main 
source of financing for public hospitals was govern
ment funds, which was reported to represent 95% 
of revenues (42). The Universal Health Insurance 
Act of 1994 included an article that granted public 
hospitals the authority to raise revenue themselves 

TABLE 5.5:
INSTITUTIONAL FACTORS UNDERLYING REFORMS TO REDUCE FRAGMENTATION IN PUBLIC HEALTH 
INSURANCE ARRANGEMENTS

Facilitating factors Hindering factors

•	Supporting legislation with the 2001 Comprehensive 
Organizational Structure for the Social Security System, 
the 2010 law mandating a single national health insur-
ance scheme and reflection in fourth and fifth 5-year 
NDPs; the latter particularly promoted equity in health, 
including merging several sub-schemes under the IHIO 
and mandating the provision of a coherent set of 
services in the benefit package from all public health 
insurance funds

•	Coordination mechanism with the establishment of the 
High Council for Health Insurance in 1994

•	Lack of buy-in from health insurance funds to merge 
led to strong resistance and therefore weakened 
implementation

•	Lack of consultation with health insurance funds on 
the design of the policy led to coordination failures 

•	Lack of clarity regarding which stakeholder had the 
main authority for implementation

•	Lack of engagement with citizens and health insur-
ance funds contributed to resistance (e.g. members 
of better-resourced funds were concerned about los-
ing benefits in a merge)
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Although these purchasing arrangements are still 
in place, the reform faced challenges in its imple-
mentation and in building a strong institutional 
relation between the purchaser (IHIO) and the pro-
vider (MoHME) (9). Table 5.7 lists key factors that 
facilitated and hindered the effectiveness of the 
reform. Hindrance was due to the lack of strong 
collaboration among stakeholders, lack of estab-
lished coordination mechanisms and lack of 
shared interests between the purchaser and pro-
vider (8,9,14,32). These factors were due primarily 
to resistance to changing dynamics in the rela-
tions between the two organizations, with the IHIO 
(then MSIO) no longer under the oversight of the 
MoHME but now newly independent and eager to 
demonstrate its authority. In addition, the lack of 
shared goals made it difficult to reconcile differing 
institutional mandates, whereby the IHIO was in-
terested in providing insurance to reduce financial 
risks associated with curative care services, and 
the MoHME was interested in promoting public 
health and implementing a service delivery model 
that would ration access to preventive care (9). 
These factors weakened the purchaser and pro-
vider partnership. Despite these obstacles, facili-
tating factors such as political will and supporting 
legislation helped to ensure translation of the poli-
cies into purchasing arrangements that are still in 
place; although, structurally, the IHIO moved back 
under the oversight of the MoHME in 2016.

HEALTH TRANSFORMATION PLAN

In 2014, the Islamic Republic of Iran launched a 
major reform – the Health Transformation Plan 
(HTP) – with the overarching aim of achieving UHC 
by 2025, five years before the target date of the 
global Sustainable Development Goals (48). The 
HTP had three objectives: improve the stability of 
financial resources for health, ensure financial 
protection against undue hardship due to paying 
OOP for health and increase access to high-quali-
ty health services (21,31). The HTP became Presi-
dent Rouhani’s signature reform, following his 
promise when he took office in 2012 to make 
health one of his major domestic priorities.

The HTP was implemented in three phases during 
2014 (19). The first phase comprised interventions 
to extend insurance coverage and improve access 
to inpatient services in public hospitals by reduc-
ing co-payments, halting the practice of physi-
cians demanding informal payments and renovat-
ing the infrastructure and strengthening the quality 
of care in MoHME-affiliated hospitals. The second 
phase comprised interventions to improve primary 
care by extending the family physician pro-
gramme, especially in peri-urban and urban areas. 
Finally, the third phase comprised interventions to 
better reflect the cost of the services provided by 
revising the relative value units (RVUs) of health 
services, which are used to set prices within the 
health system.

These included a top-down implementation ap-
proach and the absence of a comprehensive 
strategy, both of which contributed to a lack of 
stakeholder support and weak policy design. Fur-
thermore, lack of coordination with other reforms 
to extend insurance coverage to a universal  

level contributed to financial deficits. The health 
insurance funds were also ill-equipped to under-
take the purchasing function, and hospitals were 
unable to manage costs and revenues effectively.

 

TABLE 5.6: 
INSTITUTIONAL FACTORS UNDERLYING REFORMS FOR THE PURCHASING OF SECONDARY AND TERTIARY 
HEALTH SERVICES IN PUBLIC HOSPITALS

Facilitating factors Hindering factors

•	Legislative support with the Universal Health Insurance 
Act and reflection in the second, third, fourth, and fifth 
5-year NDPs; the latter directed budget transfers from 
the Budget and Planning Organization to Provincial 
Medical Universities to further support implementation

•	Political will whereby government officials aimed  
to reduce the cost burden and hospitals wished  
to be autonomous

•	Top-down implementation with little engagement with 
hospital management, health providers or health 
insurance funds led to a lack of stakeholder support 

•	Lack of a comprehensive strategy led to poor policy 
design (focus on financial autonomy at the neglect of 
managerial and operational autonomy) and a mismatch 
between the intended policy and its execution

•	Lack of coordination with health insurance reforms (i.e. 
the timing of implementation was not well-coordinated 
with the policy to extend insurance coverage to uni-
versal levels) contributed to financial challenges and 
weak implementation

•	Financial deficits given estimates of required resources 
to implement the policy were not based on accurate 
costings; this was further exacerbated by the absence 
of a conducive macro-fiscal situation and notably 
high inflation rates

•	Lack of capacity with health insurance funds  
ill-prepared to take on their newly mandated purchas-
ing functions because of insufficient funds and  
fragmented arrangements which weakened their  
purchasing power

•	Lack of capacity with hospitals not well-equipped to 
plan, manage or operate their facilities

Purchasing of primary health care services  
in rural areas

In regard to PHC services, the MoHME was the 
predominant purchaser and provider of such ser-
vices in the Islamic Republic of Iran for several 
decades, up to 2004 (9). In 2005, a split in the 
purchasing and providing functions was initiated 
when the IHIO (then MSIO) became the purchaser 
for primary care services in rural areas. Financing 
and payment arrangements changed from fixed 
salaries for family physicians paid by the MoHME 

to capitation payments based on contracts with 
the IHIO (8). This split was also reflected structur-
ally as the IHIO (then MSIO) was moved from the 
MoHME to the Ministry of Cooperative, Labour 
and Social Welfare (then the Ministry of Welfare 
and Social Security) (9). The change in purchasing 
arrangements also occurred at the same time as 
the reform to implement the family physician pro-
gramme and the rural health insurance scheme, 
as part of broader efforts to improve population 
access to PHC services.

TABLE 5.7: 
INSTITUTIONAL FACTORS UNDERLYING REFORMS FOR THE PURCHASING OF PRIMARY HEALTH CARE 
SERVICES IN RURAL AREAS

Facilitating factors Hindering factors

•	Legislative support with Parliamentary approval for the 
structural shift of the IHIO (then MSIO) from the 
MoHME to the Ministry of Cooperatives, Labour and 
Social Welfare (then the Ministry of Welfare and Social 
Security) in 2005

•	Parliamentary support with its 1984 endorsement of 
the 1978 Alma Ata Declaration, which catalysed PHC 
initiatives

•	System alignment with a strong existing PHC network

•	Lack of collaboration due to resistance to changing re-
lations between the IHIO (then MSIO) and the MoHME, 
leading to weak collaboration 

•	Different institutional mandates, resulting in different 
interpretations of the policy with each stakeholder 
focusing on different aspects of the policy

•	Financial deficits contributed to weak implementation  
of the reform

•	Lack of engagement with health providers to gain their 
input and buy-in contributed to weakly designed con-
tracts with them
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WAY FORWARD: OPPORTUNITIES AND CHALLENGES 
TO STRENGTHEN INSTITUTIONAL ARRANGEMENTS 
UNDERLYING HEALTH SYSTEM REFORMS

While implementation of the HTP is in its early 
stages and its impact is still being assessed, some 
initial achievements and emerging challenges 
have been identified. Financial support for the 
HTP has benefited from revenues generated from 
a 1% increase in value-added tax (VAT) and an 
initial 10% of funds from a targeted subsidy re-
form, altogether amounting to an additional US$ 3 
billion in the first year of implementation (21,31). 
Nevertheless, there is growing concern about the 
sustainability of financing for the HTP in view of the 
trends in current and future total government reve
nues (18,19,21,31). Improving efficiency by more 
strategic purchasing and modernized and coordi-
nated provider payment methods is thus of con-
siderable interest and is seen as a de-facto source 
of untapped “revenue”. With regard to financial 
protection and reducing the hardship caused by 
OOP payments, the focus has been on extending 
insurance, reducing co-payments at public hospi-
tals and preventing unofficial (i.e. under-the-table) 
payments. The latest available data on financial 
protection are from a 2015 household survey and 
represent payments made in 2014. Data thus pre-
date recent initiatives, but analyses nevertheless 

indicate momentum towards achieving the objec-
tives (see Chapter 1). At the macro-system level, 
data from national health accounts indicate that 
the share of OOP payments in current health ex-
penditure was 39% in 2016. In terms of increasing 
access to high-quality health services, the HTP 
has focused on improving PHC delivery in peri-ur-
ban and urban areas by establishing new facilities 
and increasing the supply of health workers.

Table 5.8 indicates that while the HTP has benefited 
from high-level support and significant public finan-
cial investment, the design and implementation of 
the reform has faced some institutional challenges. 
These are primarily linked to the lack of a docu-
mented comprehensive strategy developed with 
other stakeholders, lack of coordination among 
stakeholders (e.g. MoHME, health insurance funds 
and health providers) and lack of specific and co-
ordinated policy changes (e.g. using modern out-
come/output based payment methods, ensuring 
coordination among payers and addressing incen-
tives set by supply-side and demand-side subsi-
dies) for translation of high-level laws and decrees 
into action and eventually the desired impact.

TABLE 5.8: 
INSTITUTIONAL FACTORS UNDERLYING IMPLEMENTATION OF THE HEALTH TRANSFORMATION PLAN

Facilitating factors Hindering factors

•	Political support from high-level officials, including 
President Rouhani, supported translation of the policy 
into action

•	Legislative support with reflection in the fifth 
5-year NDP

•	Financial support with significant investment from pub-
lic funds, especially in the first year of implementation

•	Management and operational support for implementa-
tion, with the establishment of a dedicated committee 
for HTP oversight and management in the MoHME

•	Top-down implementation led to insufficient involve-
ment of technical experts in policy development

•	Lack of documenting the overall vision made it diffi-
cult to understand how specific priorities fit within the 
overall aim of the HTP and weakened coherence be-
tween individual policies

•	Supporting operational policies have yet to be fully 
developed and coordinated

•	Weak coordination mechanisms among MoHME de-
partments hindered the ability to reconcile diverging 
interests (e.g. a focus on and investment in PHC and 
preventive programmes versus on curative and hos-
pital services) and thus implementation of the plan

•	Financial concerns due to increasing costs and the 
high rate of inflation exacerbating the financial burden  
of the HTP on the public budget; the uncertain 
macro-economic context further giving rise to con-
cern about the sustainability of resources threatening 
continued implementation

The Islamic Republic of Iran has undertaken major 
health system reforms over the last four decades. 
Reforms to extend and strengthen the PHC net-
work have improved delivery of basic public health 
and PHC services, especially in rural areas, and 
contributed to significant improvements in mater-
nal and child health outcomes. In addition, the re-
forms to extend health insurance coverage were 
successful with 95% of the population covered in 
2017. These achievements are to be celebrated. 
Nevertheless, other reforms faced challenges, 
such as those around addressing inefficient ar-
rangements in the purchasing of health services. 
These resulted in some technical changes in fi-
nancial flows and payment mechanisms but un-
fortunately did not forge long-lasting institutional 
arrangements or strong purchaser and provider 
relations. Reforms to address fragmentation in in-
surance arrangements resulted in some increase 
in the coherence of insurance policies but did not 
lead to greater pooling of risks among insurance 
funds because of a lack of willingness from the 
health insurance funds to relinquish their financial 
and organizational autonomy.

Across these reforms, a common set of facilitating 
and hindering factors to the design and imple-
mentation of major health system reforms in the 
Islamic Republic of Iran can be identified. The fac-
tors frequently assessed as facilitating are: high-
level political support, legislative support, and initial 
budgetary support. The factors identified as hinder-
ing the effectiveness of reforms concern the com-
plex landscape of multiple organizations operating 
in both the public and the private sectors with un-
clear delineation of their respective roles, weak 
coordination to build shared interests and foster 
buy-in among stakeholders, and alignment to en-
sure system readiness with adequate technical 
and managerial capacity in implementing institu-
tions and sustained financial support. Leveraging 
facilitating factors and addressing hindering factors 
are priorities and would help to ensure the sustain-
ability and effectiveness of ongoing reforms. 

The following policy options may be considered: 

•	 Clearly delineate roles and responsibilities for 
each main stakeholder in the health system (e.g. 
ministries, insurance funds, councils, commit-
tees, providers) so that each is accountable for 
its performance and with minimal ambiguity and 
overlaps. For example, the government and the 
MoHME are responsible for policy-making, reg-
ulation and public finance allocation; health in-
surance funds focus on strategic purchasing of 
services; and providers focus on efficient provi-
sion. The exercise should include consideration 
of the role of the private sector in both the fi-
nancing and provision of health services and 
the development of policies for engaging with 
the growing private sector for an appropriate 
public–private mix.

•	 Strengthen existing structures (e.g. councils and 
committees) for coordination and communication 
by institutionalising processes for more regular 
policy dialogue and transparent decision-making. 
This will help to foster a more evidence-based 
and participatory approach to policy design and 
will facilitate implementation by building shared 
interests and buy-in of stakeholders. These ef-
forts should be done both within the health sec-
tor and with other social sectors.

•	 Build technical and managerial capacity of insti-
tutions operating in the health system to imple-
ment health system reforms. Capacity-building 
should address skills such as: health policy 
analysis, data analysis, information systems 
management, planning and coordination of 
health policies, budgeting and management of 
resources, policy dialogue, and dissemination 
and use of evidence for decision-making.

•	 Develop public and private sources of revenue 
to ensure stable, sufficient and sustainable fi-
nancing of the health sector in light of the chal-
lenging economic and political environment.

•	 Develop an overall strategy for reforming the 
health system with clear objectives and a costed 
action plan detailing specific policy actions, re-
sponsibilities for implementation and timelines 
that consider the sequence of changes.
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