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Abstract
Introduction: Policy formulation and adoption often happen in a black box. Implementation challenges affect and modify the nature of a policy. We
analyzed hospitals’ autonomy policy in Iran WKDWZDVLQWHQGHGWRUHGXFHKRVSLWDOV¶¿QDQFLDOEXUGHQRQJRYHUQPHQWDQGLPSURYHWKHLUHI¿FLHQF\
Methods: We followed a retrospective case-study methodology, involving inductive and deductive analyses of parliamentary proceedings, policy documents, gray literature, published papers and interview transcripts. We analyzed data to develop a policy map that included important dates and events
leading to the policy process milestones.
5HVXOWV:HLGHQWL¿HGIRXUWLPHSHULRGVZLWKGLVWLQFWLYHIHDWXUHVµPRYLQJtoward the policy’ (1989 – 1994), ‘disorganized implementation’ (1995 –
1997), ‘continuing FKDOOHQJHVDQGLQGHFLVLYHQHVVLQKRVSLWDOV¿QDQFLQJ¶ ± DQGµRWKHUVWUXFWXUDODQG¿QDQFLDOSROLFLHVLQSXEOLFKRVSLWDOV¶
(2004 to date). :HIRXQGWKDWVWDNHKROGHUVUHTXLUHGGLIIHUHQWDQGFRQÀLFWLQJREMHFWLYHVZKLFKcertainly resulted in an unsatisfactory implementation
process. The policy led to long-lasting and often negative changes in the hospital sector and the entire Iranian health system.
Conclusion: Hospital autonomy appeared to be an ill-advised policy to remedy theLQHI¿FLHQF\SUREOHPVLQORZVRFLRHFRQRPLFDUHDVRIWKHFRXQWU\7KH
assumption that hospital autonomy reforms would necessarily result in a better health system, may be a false assumption as their success relies on many
contextual, structural and policy implementation factors.
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Introduction
n this paper, we describe and analytically assess the story of
the development and implementation of a major health policy
in Iranian health system, known as ‘hospital autonomy’ policy. The story covers the intentions of the stakeholders and the direct changes that the policy initiated, as well as the intended and
unintended consequences of the policy implementation.
Policy change is ‘political, dynamic and highly complex’.1 The
story of a policy has been often the story of important changes
that may take different forms. As new problems arise, e.g. in the
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policy environment, powerful interests may weigh in and employ
policies with the hope of safeguarding their objectives.2 The existing problems, the interests or aspirations of the people whom are
subject to those policies may also change, requiring new policies
to address them.3 Changes in health policies may happen as a result of changes in other sectors, such as economy or education.
Also, due to inherent complexities of health systems, a change in
one area of the health system can lead to changes in other areas.4
The policy making stages -i.e. agenda setting, policy formulation, implementation and evaluation - are complex, intertwined
and interact extensively.1 Policy formulation, adoption and rati¿FDWLRQRIWHQKDSSHQin a black box not transparent to the public
or external observers. The stakeholders, technical experts, interest
groups, relevant institutions and other actors evaluate, negotiate
and weigh different policy options within this black box. Policy
analysts try to shed a beam of light into the box using circumstantial evidence, documents and interviews that are mixed with posthoc interpretations and rationalizations.5 Limited studies have assessed such processes using data WKDWUHÀHFWVWKHUHDOGHOLEHUDWLRQV
that shaped a policy.6 Also implementation is often the neglected
phase in the process of making social policies, as many policies
fail to achieve pre-determined goals.1,7 A policy after implementation may differ substantially from what had been envisaged in the
beginning.
The term ‘hospital autonomy’ generally refers to a situation
where hospitals are totally or partially ‘self-governing, self-directing and self-¿QDQFLQJ¶DQGLWXVXDOO\LQYROYHVUHYHQXHJHQHUDWLRQV
from insurers or user fees.8,9 Hospital autonomy was seen as a
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policy option to solve common problems in public hospitals: e.g.
LQHI¿FLHQF\ZDVWHXVHUGLVVDWLVIDFWLRQµEUDLQGUDLQ¶RITXDOL¿HG
personnel to the private sector or other countries, run-down assets
and a failure to serve the poor.10 Hospital autonomy policies have
been implemented across the globe including in Asia (e.g. Hong
Kong, India, Indonesia, Vietnam), Africa (e.g. Ghana, Kenya,
Uganda, Zambia), Europe (e.g. in central and eastern Europe, the
UK), Oceania (New Zealand), and Americas (e.g. Colombia).9–15
A perceived shortage in the governmental budget for hospitals
looks like to be the most important trigger for hospital autonomy
policies worldwide.9
As part of a wider economic reform, in 1995, the government of
Iran started a policy to grant a greater autonomy to teaching hospitals.16 It aimed at improving the quality and performance of these
KRVSLWDOVDQGPRUHLPSRUWDQWO\UHGXFLQJWKHLU¿QDQFLDOEXUGHQRQ
the government budget. This paper has two aims: to understand
intentions and motives of policy makers, general consequences of
the policy, and the reasons behind the perceived failure in achieving the intended objectives of the hospital autonomy policy in
Iran; as well as to draw broader lessons about the viability of hospital autonomy policy, and more generally hospital reform policies in the country and beyond. Before describing the methods,
it is important to set the macro scene of the health system in Iran.
Iran’s health system at a glance
With over 75 million population (as in 2012), Iran is the most
populous country in the southwest Asia. Following nationwide
implementation of primary healthcare (PHC) networks since
1985 and general improvements in education and living infrastructures after the Islamic revolution in 1979,17–20 the country has
achieved substantial progress in general health status and reductions in mortality rates.17,21,22 Iran KDVEHHQLGHQWL¿HGDPRQJIHZ
countries to achieve Millennium Development Goals 4 and 5 on
maternal and child mortality reduction by 2015.23,24
The Ministry of Health and Medical Education (MOMHE) is
responsible both for the health care system and the universities
of medical sciences. There is at least one university of medical
sciences in each of the 31 provinces. In addition to their teaching and higher education responsibilities, the universities provide
healthcare and oversee the private sector in their catchment areas.
In recent years, the health system has moved toward a decentralized model. The universities of medical sciences in each province
have some degrees of decision-making power in the planning and
allocation of resources and the delivery of care.
The MOHME is the sole funder for most of the PHC, teaching,
research, and hospital infrastructure expenditures. The rest of the
KHDOWK V\VWHP LV ¿QDQFHG IURP D PL[WXUH RI public and private
sources. While the majority of inpatient care is offered in public
hospitals (of which many are teaching hospitals), outpatient care
is mainly delivered through the private sector. There are two main
funding sources for the MOHME’s hospitals: annual budget from
the government, and fee-for-service revenues. The insurers and
the copayments by the insured, and the uninsured users’ payments
are the sources of fee-for-service revenues.
The High Council for Health Insurance, with its secretariat located at the Ministry of Cooperation, Labor and Social Welfare
(MOW), is the policy making body for health insurance as well
as setting medical tariffs. Three major social insurance organizations (Social Security Organization, Health Insurance Organization - formerly Medical Services Insurance Organizations (MSIO)

and the Armed Forces Medical Services Organization) are under
the MOW and purchase outpatient and inpatient services. The
MOHME and MOW (through the insurance organizations) have
VLJQL¿FDQWUROHVLQSURYLGLQJDQG¿QDQFLQJKHDOWKVHUYLFHVLQ,UDQ

Material and Methods
We followed a case-study methodology that focused on agenda
setting, formulation and implementation processes. We conducted
a content analysis of parliamentary sessions’ transcripts, policy
documents, gray literature and published papers and articles, as
well as in-GHSWKH[SORUDWRU\DQGUHÀHFWLYHLQWHUYLHZV,QGXFWLYH
and deductive content analyses were used for analyzing data.
Our research was a retrospective policy analysis. We looked at
why and how the ‘hospital autonomy’ policy paved its way onto
the agenda, the policy content and whether it achieved its goals.
This study is a case study of a major decision making process in
Iran and its subsequent outcomes, investigating the holistic and
meaningful dimensions of the policy development process and
implementation.25
Exploratory interviews
:H¿UVWFRQGXFWHGVL[LQGHSWKH[SORUDWRU\LQWHUYLHZVZLWK key
individuals about the history of the hospital autonomy policy and
the related important events. We used the interviews to extract
information about important historical policy-related time-events
and key policy documents. The interviews also provided a general
picture of the policy development and implementation process.
Policy Documents
Alongside conducting the exploratory interviews, and using
their results, we comprehensively and purposefully collected
the documents. We also used eachLGHQWL¿HGGRFXPHQWDVDOHDG
for other potentially relevant documents. A large portion of the
documents was related to 169 parliamentary proceedings from
the 2nd to 9th periods (1984 to 2012) of the parliament of the Islamic Republic of Iran (the ‘Majlis’). The proceedings provided a
rich source of information on how the hospital autonomy policy
entered onto policy agenda, formulated and implemented. The
SURFHHGLQJVDOVRUHÀHFWHGWKHYLHZV of the key stakeholder organizations and actors as interpreted and delivered by the members
of the parliament (MPs). The MPs also used the parliamentary
sessions to raise concerns and questionsUHÀHFWLQJWKHLUFRQVWLWXents’ viewpoints about the policy. The proceedings alsoUHÀHFWHG
technical discussions and formal reports of the relevant Standing
Committees of the parliament (i.e. ‘Health and Treatment’, ‘Planning, Budget and Audit’, ‘Education and Research’ and ‘Social
Affairs’). However, the Standing Committees’ internal discussions were not included in the proceedings.
In addition, we obtained copies of related parliamentary acts,
national programs, cabinet proposed bills, regulations, formal reports of relevant organizations, journal papers and newspapers,
as well as website news and articles. A document map was developed at this stage7DEOHSUHVHQWVWKHGHWDLOVRIWKHLGHQWL¿HG
documents. The output of analyzing the exploratory interviews
and documents was a preliminary ‘policy map’. The policy map
included trends, important events and dates, the main causes of
events leading to the agenda setting and policy formulation, as
well as the implementation milestones (Figure 1).
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Table 1. Document sources and interviewees’ characteristics
Category

Number

General or main issues

Time period

a) Documents sources and characteristics
Parliamentary proceedings

169

+RVSLWDOVHOIVXI¿FLHQF\+RVSLWDODXWRQRP\+RVSLWDOFRUSRUDWL]DWLRQ7HDFKLQJKRVSLWDOV
funds, Health system challenges, medical services universal insurance

1989 – 2012

Reports

18

‘Planning and Budget’ and ‘Health and Treatment’ Standing Committees reports,
3DUOLDPHQW¶V5HVHDUFK&HQWHUUHSRUWV+HDOWKFDUH¿QDQFLQJUHSRUWV

1991 – 2012

Online news and analysis outlets
or magazine articles

194

Several newspapers and online news outlets

1998 – 2012

Local organizational websites

14

Medical Council, Parliament, Medical Universities, Vice-presidency for Strategic Planning
and Supervision

1991 – 2011

Acts

23

Medical Services Universal Insurance, Social Security, Rural Health Insurance, Public
Financial Regulation, Five-year Development Plans and related Acts

1991 – 2015

Bills, proposals, bylaws and
regulations

18

From the Cabinet, MOHME, MOSSW, MPs and related organizations

1979 – 2012

Academic literature

36

Papers published relevant to different aspects of this reform, mainly published in Farsi

1991 – 2012

b) Interviewee characteristics
)RUPHU 03V IRUPHU PLQLVWHUV RI KHDOWK IRUPHU DQG FXUUHQW GHSXW\ PLQLVWHUV RI KHDOWK VHQLRU 02+0( RI¿FLDOV
IRUPHU02:66GHSXW\PLQLVWHUVHQLRU02:66RI¿FLDOVIRUPHUKHDGVRILQVXUDQFHRUJDQL]DWLRQVVHQLRULQVXUDQFH
RUJDQL]DWLRQ RI¿FLDOV VHQLRU PDQDJHPHQW DQG SODQQLQJ RUJDQL]DWLRQ GHSXWLHV DQG RI¿FLDOV DFDGHPLF UHVHDUFKHUV
members of nursing and medical councils

6 interviewees (both exploratory
DQGUHÀHFWLYHLQWHUYLHZV 
LQWHUYLHZHHV UHÀHFWLYH
interviews)

Motivation factors to

6WUXFWXUDOUHIRUP
DQGHFRQRPLF
OLEHUDOL]DWLRQSROLFLHV

,QFUHDVLQJ
JRYHUQPHQWEXGJHW
GHILFLW

,UUHJXODULW\LQKHDOWK
V\VWHP

,UUHJXODULW\LQ
KRVSLWDOVHUYLFHV



1991

-Governments
fascination with
providerpurchaser split

-Making hospitals
autonomy for
funding universal
insurance
implementation

ͲPerceivedthe
highcostsof
teaching
hospitals
comparedto
nonͲteaching
hospitals


ͲDelaysinstaff
salarypayment


ͲDeleterious
effectsof
dependencyof
staffsalaryto
spatial
revenues




1995

1997

2005

2007

Ȁ 
Proposingandratificationof
autonomyhospitalplans

2009

ͲReviewing
hospitals
administration
andbylaws




2012

Considering the removal of
financial autonomyof
hospitals

Implementationof
hospitalautonomypolicy
Increasingteaching
hospitalscapitationrate

Implementationof
UMSIAct

ͲTackling
hospitals
problems
relatedto
"shortͲterm
contract"
staff'ssalary


ͲEmphasison
healthsystem
decentralization
Shrinkingthe
governmentbody


ͲAuthorityof
hospitalmanagers
formanagingand
usingresources
andfunds

Employeesandcontractual
staffpaymentlaw

Implementingcontractual
staffpaymentlaw

Hospitals' Boards of
Trustees policy

Reviewing system
administrationof
hospitalsplan

Figure 1. Policy events linked with the hospital autonomy policy
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13

,QGHSWKUHÀHFWLYHLQWHUYLHZV
The preliminary policy map was presented face-to-face and individually to 21 key informants that were involved in the development and implementation of the policy or were affected by its
implementation (Table 1). The key informants included six individuals who were also interviewed at the exploratory stage. The
key informants were requested to study the policy map and then
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explain their viewpoints on the policy trends and events. Their
UHÀHFWLRQV DQG LQWHUSUHWDWLRQ of the events and the underlying
causes were recorded. We encouraged the key informants to comment on the policy map if they wanted to propose further events
and causes, or if they disagreed with what is presented in the map.
The presentation of the preliminary policy map helped the key
informants in recounting the events and their underlying causes.
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It also focused their attention to the policy in question, while they
put the events in the wider context of health system reforms at the
WLPH7KHLQWHUYLHZVIXUWKHUFODUL¿HGWKH policy making process
and the desirable and undesirable effects as perceived by them.
7KH\DOVRFODUL¿HGEOLQGVSRWVDQGXQFHUWDLQWLHV that had not been
fully captured in the documents and had remained as open questions for the researchers.
Data analysis
The qualitative content analysis involved reading the documents
and transcripts, multiple times and coding them inductively and
deductively. Two authors (** and **) coded the data, and discussed the analyses in multiple meetings. The analysis was used
to update important related events in different years and their categorization. This process resulted inWKH¿UVWDQDO\VLVRXWSXWRID
document map and a preliminary policy map. Content analysis
was repeated on the transcripts RI WKH LQGHSWK UHÀHFWLYH LQWHUviews.
We analyzed the document contents and interview transcripts in
an iterative approach. If the interviews or documents referred to
events or issues that we had not fully captured before, we looked
for relevant documentsIRUFODUL¿FDWLRQ:HFRQWLQXHGWKLVSURcess until we were fullyVDWLV¿HGZLWKWKHWLPHOLQHRIWKHHYHQWV
and their interpretations. Finally, to ensure credibility of the results, the main analysis outputs were shared with three key informants for comments and feedback.
Ethical considerations
The study was approved by the research ethics committee of the
Iran University of Medical Sciences (No:92/n/105/2322). We obtained informed consents from all the interviewees and respected
WKHLUFRQ¿GHQWLDOLW\ZKLOHTXRWLQJYHUEDWLP
Findings
Although, its formal implementation did not start until 1995,
hospital DXWRQRP\ZDVDPDMRUUHIRUPLQSXEOLFKRVSLWDOV¶¿QDQFing in Iran, which took a lot of parliamentary sessions from 1989
for over two decades. What was distinguishing in these parlia-

mentary sessions, in which many ministries of health senior of¿FLDOVDWWHQGHGwas the amount of negotiations around its outcomes and policy options for addressing challenges aroused from
the implementation of the policy (Figure 2). We categorized the
characteristics of the policy formation and implementation in four
time periods: moving toward the policy (1989 to 1994), disorganized implementation (1995 to 1997), continuing challenges and
LQGHFLVLYHQHVV LQ KRVSLWDO ¿QDQFLQJ  WR   DQG other
VWUXFWXUDODQG¿QDQFLDOSROLFLHVLQSXEOLFKRVSLWDOV WRdate).
3HULRG ,  ±   PRYLQJ WRZDUG VHOIVXI¿FLHQF\ LQ
public hospitals
After the end of Iraq-Iran War in 1988, Iran adopted consecutive
5-year development plans that advocated economic liberalization
policies in industries, education and healthcare.26 The intended
economic reforms coincided with the World Bank’s incentives
for the implementation of structural reforms in Iran’s public sector.27,287KUHHVSHFL¿FREMHFWLYHVZHUHUHTXLUHGIRUSXEOLFKRVSLtals: increasing performance and revenues, separating provider
and purchasers roles by establishing a universal medical insurance coverage, as well as establishing a hospital autonomy policy.
Increasing hospitals’ fee-for-service revenues
,Q HDUO\ V WKH 02+0( DQG LWV DI¿OLDWHG KRVSLWDOV IDFHG
LPSRUWDQW¿QDQFLDOFKDOOHQJHV3DUWVRIJRYHUQPHQWDOEXGJHWIRU
MOHME had QRWPDWHULDOL]HGZKLOHWKHLQÀDWLRQUDWHLQFUHDVHG
from 9% in 1990 to 21% in 1991, leading to a rapid rise in hospitals’ running costs. Uninsured disadvantaged people and those
who could not afford insurance co-payments could ask hospitals
for the abolishment of the costs; and the hospitals were lenient
to granting such exemptions. As the hospitals were not seen as
‘budgetary units’, the hospitals did not have direct claims to their
revenues or losses, as these were transferred to the public purse.
On February 1991, while the parliament was discussing the anQXDOEXGJHW ¿VFDO\HDU$SULOWR0DUFK1992), some MPs
proposed an amendment to the bill allowing the MOHME facilities to provide out-of-hour care at a higher rate [Feb1991, Gazette
No: 13477]. The parliament rejected the proposal, suggesting the
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Figure 2. The frequency of hospital autonomy related negotiations and hearing in different parliamentary periods, 1980 – 2012.
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MOHME could propose an independent bill for thorough consideration. In March 1991, a new Minister of Health was introduced to the parliament for the vote RIFRQ¿GHQFH,QKLVVSHHFK
he highlighted a program for improving public hospitals’ performance consisting of expanding fee-for-service payments to physicians, extending health insurance coverage and increasing the
medical tariffs [Mar1991, Gazette No: 13509]. In April, MOHME
successfully obtained the Cabinet’s approval for using the fee-forservice revenues generated in teaching hospitals for higher payments to physicians and covering hospitals’ running costs, based
on a 1989 law of “establishing boards of trustee for universities
and higher education institutions”. This produced an incentive for
further provision of care in teaching hospitals. In February 1992,
the MOHME asked the parliament to approve an amendment to
the annual budget IRUWKHFXUUHQW¿VFDO\HDU,QIDFWWKH02+0(
was seeking the parliament’s approval for spending the already
increased revenue (over 20 Billion Rials, ~14 million USD, over
six months), which was granted [Feb1992, Gazette No: 13753].
The Minister of Health and one of the MPs defended the amendment: “LWLQFUHDVHVHI¿FLHQF\LQKRVSLWDOVDQGKHOSV¿QDQFLQJWKHLU
costs ... due to budget constraints, it is impossible to outsource
all the costs of hospitals and the MOHME is forced to increase
WKHVHOIVXI¿FLHQF\RIKRVSLWDOVWKURXJKIHHIRUVHUYLFHpayment”
[Gazette No: 13753]. Acknowledging some of the challenges, a
few MPs proposed a further amendment, asking that 20% of all
fee-for-services revenues to be allocated to a separate fund for the
establishment of universal medical services insurance coverage.
The MOHME did not support the amendment on the basis that
it needed the whole amount of its revenues to cover the increasing costs. The new fee-for-service payment policy substantially
increased the number of surgeries conducted in hospitals and the
physicians’ earning [Gazette No: 13753].
The proposed reforms had no explicit plans for the disadvantaged and uninsured patients. MOHME argued that such patients
FRXOGEHQH¿WIURP the Imam Khomeini Relief Foundation and the
Welfare Organization’s coverage plans [Gazette No: 13509]. The
two latter organizations, however, covered those who had been
formally registered as the poorDIWHUDVVHVVLQJWKHKRXVHKROG¶V¿nancial status. The MOHME also argued that the hospitals would
provide a 30% discount to the uninsured and disadvantaged
groups (the insured only paid 10% of the costs as copayment).
Prior to the reform, theSRRUKDGOLWWOH¿QDQFLDOEDUULHUVIRUXVLQJ
public and teaching hospitals. As a result of the changes in hospitals’ revenue generation mechanisms families with no insurance
coverage (e.g. the informal sector in urban areas) could then suffer
from the¿QDQFLDOLPSOLFDWLRQVRIXVLQJKRVSLWDOVHUYLFHV
Proposing the Medical Services Insurance (MSI) Bill
Towards the end of 1992, the parliament debated a wide-range
of health system issues, including the demand side barriers of access for the poor and the disadvantaged groups. Also, there were
discussions about government costs, hospitals’ income and expenditures, promoting competition between hospitals, and increasing
public hospitals’ staff productivity.
Attempting to address these issues, in February 1993 the MSI
Bill (including 19 articles) was presented to the parliament. As
one MP described ‘[it intended] to perform a surgery on the health
system... in a rather VKRUWWLPH>RI@D¿YH\HDUSHULRG¶29
The MSI Bill stipulated that by the end of the Second Five-Year
Development Plan (2001/2002) all public hospitals should be-
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come autonomous entities. This intended to give public hospitals
freedom to make decisions, along with a self-funding responsibility from service provision based on approved fee schedules.
The bill resulted in heated debates in the parliament. Proponents
argued, in contrast that hospital autonomy would facilitate rapid
implementation of the universal insurance through shifting governmental budget toward the insurance funds. In particular, the
hospital autonomy aspect of the MSI Bill was strongly opposed
by the MOHME, some MPs, the Medical Council and prominent
physicians. Some MPs were concerned that while the proposed
MSI still was not in the position of acting as a capable purchaser,
H[SHFWLQJWKHJRYHUQPHQWWRPDNHWHDFKLQJKRVSLWDOV¿QDQFLDOO\
autonomous would be inappropriate. “... if we want to implement
medical services insurance, we should not suddenly impose the
costs [onto] the hospitals... and telling them to cover via your revenues because the insurance is being implemented” [Sep1996,
Gazette No: 14788]. Another MP, who was an academic gynecologist and later became WKH ¿UVW IHPDOH PLQLVWHU RI KHDOWK LQ
Iran, argued that the autonomy of teaching hospitals was a huge
mistake: “conducting rare and complex surgeries is expensive...
[autonomous] hospitals would prefer to conduct 20 – 30 simple
surgeries... and generate more revenues. This plan is dangerous
DQG ZLOO GLPLQLVK VFLHQWL¿F DQG HGXFDWLRQDO status of teaching
hospitals”.30
Hospital autonomy: a change of name but not a change of
heart?
The MSI bill was examined in several joint meetings of the
parliament’s standing committees for ‘Health and Welfare’ and
‘Planning, Budget and Audit’ attended by MPs, experts, as well as
health andZHOIDUHRI¿FLDOV7KHSDUOLDPHQWJDYHLWVSUHOLPLQDU\
approval to theELOORQ$SULO$PDMRUFKDOOHQJHZDV¿QDQFing the bill’s implementation. There were questions over determining per capita insurance premiums, the actual costs of medical
services and theSURFHVVHVIRUUHSODFLQJJRYHUQPHQW¿QDQFLQJRI
hospitals with the insurers’ purchasing power.
Article 8 of the MSI bill, in particular, mentioned that the medical services tariffs and insurance premiums would be set annually
based on ‘hospital autonomy principles’. The parliament dropped
DOOUHIHUHQFHVWRµKRVSLWDODXWRQRP\¶RUµVHOIVXI¿FLHQF\¶IURP the
bill, and renamed it as the Universal Medical Services Insurance
(UMSI) Act. Despite the changes, many aspects of its content rePDLQHGLQWDFW6RPHDUJXHGWKDWWKH¿QDODSSURYHG$FW contained
enough reference to the concept: “... [hospital autonomy] was not
omitted ... It may appear so; but if you look at the universal medical services insurance package, money must be provided to hospitals by the insurance system [hence the hospitals were meant to
generate revenue from service provision].” (former deputy MinLVWHURI+HDOWK 7KHELOOZDV¿QDOO\DSSURYHGLQauspicious of the
UMSI Act in September 1994 and the Medical Services Insurance
Organization (MSIO) was established to implement it.
Period II (1995 – 1997): Disorganized implementation of hospital autonomy
When the MSIO was established, in 1994, over 60% of Iran’s
population had no health insurance. At the time, government employees and their dependents were covered by an insurance fund,
which was then transferred to the MSIO. The Social Security Organization provided coverage for the formal sector workers and
their dependents. The MSIO mandate was to expand health in-
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surance coverage to the population who were not covered by the
existing funds.
In 1994, a number of public hospitals and clinics started to
charge patients for actual costs of medical services. In the absence
of an effective insurance package, this led to serious complaints.31
In 1995, the MOHME issued a new set of regulations called the
“modern administration of hospitals” intended to increase hospitals’ revenue generation potentials from non-governmental
sources, including the MSIO. The regulations were mainly based
on a 1998 law of “establishing boards of trustee for universities
and higher education institutions” and had little reference to the
UMSI Act. We noted above that in 1991-92 the MOHME used the
same legislation to steer their intended policies of fee-for-service
payments to hospitals. The “modern administration of hospitals”
regulation was a major step toward hospital ‘autonomy’. At the
same time, in the 1995 budget bill, the hospitals were instructed
to allocate their fee-for-service revenues to pay for their expenses.
Hence hospitals started the implementation of an unbalanced version of autonomy that only focused on revenue generation. Anecdotal evidence suggested that this coincided with the private
hospitals’ attempts to increase their service fees and revenues.32
One former MP summarized the conditions as: “medication and
treatment challenges of low-income groups aggravated during the
¿UVW\HDU of implementing the UMSI Act”.

In 1996, the parliament revitalized a 30303 article in the annual
budget acts that covered hospitals’ staff salaries [Dec1996, Gazette No: 15148]. This approval can be marked as the formal end
of the hospital autonomy plan. During the parliamentary discussions, the proponents argued that they wanted the 30303 article
to survive until the end of the 2nd National Development Plan
(2001/2002, the target time for the completion of UMSI implementation) [Oct1996, Gazette No: 15074]. Despite this, the approval contained no time limit and has been in place ever since.
This also meant that the purchaser-provider separation in hosSLWDO ¿QDQFLQJ IDFHG IXUWKHU challenges. As a result, the hospitals had three sources of income: 1) governmental budgets that
covered staff salaries and non-recurrent costs; 2) fee-for-service
payments from the insurance organizations, and 3) out-of-pocket
fee-for-service payments by the households that included insurance co-payments or the total costs if uninsured. A few interviewees mentioned that the period 1994 – 1997 were among the worst
years for the health system in Iran. One interviewee claimed that
the policies “wrecked everything, and resulted in nothing good”
[health policy researcher].

Period III (1998 – 2003): continuing challenges and indeciVLYHQHVVLQKRVSLWDO¿QDQFLQJ
6WUXFWXUDO UHIRUP SROLFLHV GLG QRW UHPHG\ WKH ¿QDQFLQJ FKDOlenges of the public and teaching hospitals. Despite the adoption
The second attempt toward hospital autonomy and self-suf- of the article 30303 in the annual budgets, the government still
IDFHGGLI¿FXOWLHVLQSD\LQJVWDII¶VVDODULHV7KHKRVSLWDOVFROOHFWHG
¿FLHQF\
The UMSI Act implementation gradually increased MSIO’s fee-for-service payments to cover their running costs, physicians
insurance coverage (from six millions in 1994 to 29 million in expected fee-for-service payments as top-ups on their usual sala1998). A large proportion of the newly insured lived in rural ar- ries, and the insurance organizations substantially delayed the payeas, paid zero-premium and was only partially covered. It took ments to the hospitals. The annual budgets, year after the year, ala decade to become evident that rural inhabitants needed further lowed the hospital to generate a bigger share of their income from
fee-for-service revenues; and still many people lacked health incoverage to improve their access to care.18,19,33
While a substantial proportion of the population remained unin- surance. Within this period, the share of households out-of-pocket
sured or partially insured, policies further moved towards hospital payment in total health care expenditures increased continuously
autonomy. The government line-item budget for the public hos- [Feb2002, Gazette No:16619]. “... Hospitals faced continuous
pitals’ staff salary and running costs zeroed in the budget bill for challenges in obtaining the required equipments, medicines and
¿VFDO\HDUV7KHDUJXPHQWZDVWKDWVXFK costs would teaching facilities. This is so that the hospital chief or manager’s
be covered from the fee-for-service revenues paid by the users and main concerns, instead of quality improvement, are preventing a
mainly the insurers. This puts a lot of pressure on public hospi- bankruptcy.” (An MP)
Since 1998, several attempts were made to remove the retals. Some hospitals in small towns argued that they were close to
the point of stopping their operations as the households’ ability to maining elements of the hospital autonomy plan (i.e. the feepay was limited and many people were uninsured. To cover such for-service revenue generation by hospitals), all of which were
costs, the MOHME diverted a substantial amount of budget set to no avail. The government’s 2002-2003 proposed budget bill
for medicines’ provision toward hospitals [Jan1997, Gazette No: expected that the hospital should earn 48% of their revenues from
15146]. InWKHIROORZLQJ¿VFDO\HDU ± WKH02+0( their services. In 2002 the parliament observed some of the most
‘borrowed’ from the MSIO’s fund to cover hospital costs, and re- heated sessions on the complete removal of the hospital autonoduce MSIO’s capacity to implement universal coverage [Gazette my plan. ‘The alluring façade of hospital autonomy, the [weak]
No: 15146]. Also, the MSIO’s premiums were subject to tax pay- foundations of social security, the [status of] income per capita
ments - a policy that ended in 1997 -, which further diminished and employment rates [in Iran] have resulted in making medical
theLQVXUHUV¶¿VFDOFDSDFLW\>-DQ*D]HWWH1R@,QD services inaccessible for many Iranians’ [Feb2002, Gazette No:
nutshellWKHSURJUDPVXIIHUHGVLJQL¿FDQW¿QDQFLDOGH¿FLWVIURP 16615]. Another noted ‘the inconsistency between this plan and
LWV ¿UVW \HDU of implementation that also affected the universal the Principles of the Constitution... in 1994 the government was
coverage plans.
supposed to implement two plans... the universal health insurance
MPs criticized, yet more strongly, the soundness of the hospi- was not implemented... and the hospital autonomy is raging on
tal autonomy policies, and asked for a review of the policy. The ...’ [May2002, Gazette No:16661]. It was proposed that the pubconcerns over the burden of the policies on disadvantaged groups lic hospitals should stop collecting fee-for-service payments and
were substantiated.
the costs should be covered in the national budget [Gazette No:
16619]. The issue was later raised during the Minister of Health’s
Reversing the hospital autonomy policy
question time in the parliament. In response, the Minister argued
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spite their intended objectives, resulted in a series of new problems
and challenges that have remained ever since. The policy reforms
started as hospital ¿QDQFLDO DXWRQRP\ RU VHOIVXI¿FLHQF\ SODQV
but moved to different directions in response to the perceived effects and emerging problems. We demonstrated how well-intended and theory-oriented reforms might go badly if implementation
3HULRG,9 WRGDWH RWKHUVWUXFWXUDODQG¿QDQFLDOSROL- concerns were not taken into account. We also demonstrated how
formal policy measures, i.e. laws and regulations, might result in
cies in public hospitals
In 2004, a new plan was devised to give more decision mak- unintended consequences for the health system.
This study asserted that implementation could be a continuation
ing powers to the hospitals’ boards of trustees [Apr2004, Gazette
No: 17254]. Despite its approval in two consecutive 5-year devel- RIFRQÀLFWVWRGH¿QHDSROLF\DQGSROLWLFVKHDYLO\LQÀXHQFH the
opment plans, ‘hospital’s board of trustees’ policy has not been implementation.37 Each reform in the health system, as we obimplemented as H[SHFWHG ,QVXI¿FLHQW FRRSHUDWLRQ RI LQVXUDQFH served here, was a stimulus for subsequent reforms.38 However,
companies, limited government support, physicians’ lack of con- what the hospital autonomy reforms lacked were a consistency
¿GHQFHLQWKHSHUVLVWHQFHRIWKHSODQORFDO authorities hesitance in their operational objectives and a shared vision of improved
in handing over powers, and a premature design for the roles and KRVSLWDOHI¿FLHQF\DQGDFFHVVWRKHDOWKVHUYLFHV
responsibilities of the board members were among the barriers of
its implementation.34 The lack of support from insurers and the
Policy implications and interpretation
Kingdon (1995) argued that the coupling of ‘problems’, ‘polgovernment was not surprising. To lure the hospitals into the program, the MOHME promised higher revenues via almost trebling icy’ and ‘politics’ streams can lead to a window of opportunity
the tariffs as compared to the current relative values, hence the to push a new policy onto the government agenda. We noted that
plan would inevitably put more pressures on the insurers and the the coupling of ‘problems stream’ (perceived problems in public
hospitals’ performance, staff motivation and quality of care), ‘polgovernmental budgets.35, 36
3UREOHPV LQ KRVSLWDOV¶ ¿QDQFLQJ UHVXOWHG LQ RWKHU FKDOOHQJHV iticsVWUHDP¶ 02+0(¶VGHVLUHWRLQFUHDVH¿VFDOFDSDFLW\ODZ
Hospitals began to ask for pre-payments from patients at the time makers’ intention of implementing universal insurance, governof admission, to ensure the patients can meet the service costs. ment’s desire to conduct structural reforms) and ‘policy stream’
This, in addition to causing patient dissatisfaction, resulted in in- (provider-purchaser split, hospital autonomy DQG VHOI¿QDQFLQJ
stances where the hospitals delayed the treatment of emergency universal insurance) opened the window of opportunity to move
cases. In 2004, the parliament instructed the MOHME to devel- hospital autonomy policy forward.
The public hospital reforms in Iran coincided with a series of
op guidelines for the immediate admission of emergency cases.
The result wasDQHYHQIXUWKHU¿QDQFLDOSUHVVXUHRQKRVSLWDOVµLQ other public sector reforms that mimicked the same intentions of
2005, about 590 billion Riyals were paid by insurance companies releasing governmental resources, downsizing the government
to the MOHME, while in practice 1000 billion Riyals were spent and implementing purchaser-provider split strategies. We think
on treating emergency patients’. [Jan2007, Gazette No: 18032] that although the paradigms of provider-purchaser separation
[The Minister of Health]. This resulted in a new policy of cover- might have been appealing on paper,39,40 the reality of complex
ing WKHWUHDWPHQWFRVWVRISDWLHQWVDGPLWWHGDIWHUWUDI¿FDFFLGHQWV KHDOWKV\VWHPVPD\LPSHGHLWVLQWHQGHGEHQH¿WVWREHPDWHULDOfrom the car insurers as part of the third-party insurance policies. ized. The provider-purchaser split theory assumes that the ‘black
$SDUWIURPFRQFHUQVRYHU¿QDQFLQJHPHUJHQF\FDUHWKHUHwere box’ of adoption and implementation would work as expected by
FRQFHUQV RYHU ¿QDQFLQJ VHUYLFHV VXFK DV LQSDWLHQW PHQWDO DQG the theory; i.e. if the structural constraints of a health system are
burns care, and hospitals located in disadvantaged regions as they ‘improved’ then the outcomes will also improve. It ignores the
DOO IDFHG GLI¿FXOWLHV LQ JHQHUDWLQJ HQRXJK IHHIRUVHUYLFH UHY- fact that in every health system, and in one health system over
enues. To remedy these, the government drafted policies for each time, the complex network of interactions and interests inside the
of the emerging problems, resulting in temporary improvements black box may be unique. Hence, the results of the policy might
be unexpected and unwanted.41,42
and while the ¿QDQFLDOFKDOOHQJHVUHPDLQHG
In 2012, the MOHME reviewed the regulations for the collecHealth systems are complex adaptive systems.43 In such systion and utilization of fee-for-service revenues, focused on a fairer tems, well-intentioned efforts to solve pressing problems may
distribution of revenues among the staff. The new regulations, createXQDQWLFLSDWHGHIIHFWVDQGPRGHVWEHQH¿WV44 It might be arhowever, did not tackle the root causes RID¿QDQFLQJDSSURDFK gued that the unplanned and counterintuitive outcomes of a policy
dominated by fee-for-service payments and the insurers lack of occur due to the absence of comprehensive plans that consider all
capacity to fund hospital care. 'HVSLWHWKHGHEDWHVQRVLJQL¿FDQW the elements of a viable health system, including: provider payprogress has been achieved to solve the root causes. Even today, mentPHWKRGVKXPDQUHVRXUFHVUHJXODWRU\SRZHU¿VFDOVSDFH
when this manuscript is being published, the leftovers of the ‘hos- DQG ¿QDQFLDO YLDELOLW\, stakeholder support, competing policies
pital autonomy plan’ still overshadow the discussions on hospital and political timelines. In the case of hospital autonomy policy
¿QDQFLQJLQ,UDQ
in Iran, we observed that the ‘policy’ resulted in unexpected challenges and partial or reactive solutions did not improve hospital
FDUH¿QDQFLQJLQ,UDQ
Discussion
We observedVLJQVRISROLF\UHVLVWDQFHGH¿QHGDVµWKHWHQGHQF\
In the 1990s, Iran underwent a period of turbulent health system for interventions to be defeated by the response of the system to
reforms aimed to improve public hospitals’ performance and re- the intervention itself’,45 in the course of the policy implemenduce governmental costs. We demonstrated that the reforms, de- WDWLRQ6LPLODUO\RXU¿QGLQJSURYLGHVHYLGHQFHIRU/HZLQ¶VSUHthat what was happening was based on previous parliamentary
decisions, thatKHKDGQR¿QDQFLQJVRXUFHVWRWDFNOHLWDQGWKDW
the MOHME intended to do something to cover those who were
uninsured or could not bear the hospital services copayments [Gazette No:16661].
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dictionsLQKLVIRUFH¿HOGWKHRU\46 Lewin argued that if a policy
(‘change’) was imposed on stakeholders, there might be initial
advances in the direction preferred by the policy maker. Then the
opposing stakeholders increase their resistance and reverse the
SROLF\HIIHFWVUHVXOWLQJLQDVLWXDWLRQZLWKQRFOHDUEHQH¿W over
what existed before, as well as an increased level of stress and
fatigue in the system.46 The hospital autonomy related policies in
Iran were opposed by the MOHME, insurance organizations and
the Medical Council of Iran. While different players had different objectives, on the whole they were unconvincedRI¿QDQFLDO
viability of the policy to run teaching hospitals and hospitals in
remote areas. The government of the time liked the policy and
maneuvered it through the parliament under different banners.
The result appeased none of the main stakeholders. Although the
policy enhanced hospitals’ throughput and revenues, it resulted in
IXUWKHU¿QDQFLDOSUHVVXUHVDQG¿VFDOGH¿FLWV2XUH[WHQVLYHVHDUFK
found no evidence of any positive impact on the hospitals’ quality
of care as a result of hospital autonomy policy.

lasting challenges in the hospital sector and the entire health system.
7KHKHDOWKV\VWHPIDFHGPRUHGLI¿FXOWLHVLQ implementing hosSLWDODXWRQRP\LQGLVDGYDQWDJHGDUHDV(I¿FLHQF\FRQFHUQVHJ.
low bed occupancy rates, occurred in small hospitals in disadvantaged areas. Yet, as in many countries universal coverage policies
might not exist or have considerable inadequacies, hospital autonomy appears toEHDQLOODGYLVHGSROLF\WRLPSURYHHI¿FLHQF\
in such areas.
Successful implementation of hospital autonomy requires careful assessment of the context, infrastructures and devising a gradual path from budgetary hospitals to hospital autonomy. The assumption that the implementation of such reforms on their own
would result in a better health system, may be a deluding mirage.
Failure in any element of prudent policy making and implementation is likely to lead to unrealized aspirations.

Rigor of the study
The study ceased a good opportunity, i.e. access to the wordby-word deliberations in Iran’s parliament, to shed light on the
often EODFNER[RIKHDOWKSROLF\PDNLQJ([SORUDWRU\DQGUHÀHFtive interviews enhanced our understanding of the policies and
ensured a fair description of a highly politicized period of health
care reforms in Iran. These together provided a rich description of
policy deliberations and an avenue for a better understanding of
the dynamics of policy making for complex social issues.
The study has important connotation for global health policies
and international paradigms in improving public sector’s performance. The policy in question, LHKRVSLWDOVHOIVXI¿FLHQF\DQG
autonomy and more reliance on user fees, had been strongly promoted by a few international organizations, notably the World
Bank.47 The study might provide some evidence why such policies did not succeed in achieving their intended aims in low-income and middle-income countries.10,14

We are grateful to those interviewed. We would like to express
our very great appreciation to Dr. Hamid Pourasghari, Dr. Hossein Salarianzadeh and Dr. Abbas Vosugh Moghaddam for their
valuable and constructive suggestions during the development of
this research.

Limitations
:HRFFDVLRQDOO\IDFHGGLI¿FXOWLHVLQFDSWXULQJWKH exact meaning of the arguments raised by different policy makers. Terms with
VLPLODURURYHUODSSLQJPHDQLQJV HJVHOIVXI¿FLHQF\ and autonomy) were used in the documents, while it was not clear whether
the policy makers appreciated the differences in the concepts, or
whether the received meaning of the terms had changed through
time. Also policy makers used other terms with a technical meaning different from hospital autonomy (fee-for-service revenue, ef¿FLHQWDGPLQLVWUDWLRQPRGHUQDGPLQLVWUDWLRQ EXWWKH\XVHGWKH
terms as though they meant the same thing, or perhaps disguised
what they were asking to avoid negative reactions. We extracted
data from the documents based on the time history of events and
used the corroborating documents to clarify the meanings. Recalling events occurred one or two decades ago wasGLI¿FXOWIRUVRPH
LQWHUYLHZHHV:HXVHGH[SORUDWRU\DQGUHÀHFWLYHLQWHUYLHZV to reduce this limitation.
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