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Abstract

Iran’s National Health Accounts, NHA,
provides useful information on health
financing and sources and uses of health
expenditure, and on sources of health
policies and programs for a long period of
31 years. This information is useful for
health reforms and financial restructuring
programs, representing experiences from
changes in financial and regulation
arrangements and in the social health
insurance system in the past. Today, after
more than two decades of international
efforts to standardize definitions and
expenditure classifications, the NHA
structure of Iran takes into account these
features to enable international
coniparisons, The methods and
applications for structuring Iran’s health
expenditure accounts conform to the
regular specifications for analyzing the
results, concerning economic and social
aspects of health systefis and the
conditions for time-series and cross-
section studies.
e

Introduction

National Accounts, (NA), expressed in
terms of expenditure, provides information
about total sources and uses of financial
resources and total value of national output
in market prices, in a one-year basis.
National Health Accounts, (NHA), as a
part of the NA, gives information on the
total value of health outputs or services,
financial consequences of health system
performances, and shares of the public and
private sectors and sub-sectors in total
expenditure. When the information is
applied to a period of more than one or
two decades and on a time-series basis, it
becomes feasible to follow changes in
financing policies and operations in a
health system, regarding the impacts of
economic and health policies and
economic fluctuations on the health sector.
In this study, it was essential to provide a
framework for the NHA to illustrate health
service consequences in terms of financial
trends, and on the basis of classifications
for the public and private sectors in the
SNA.

The National Health Accounts in Iran for a
period of 31 years presents feature and
categories of health expenditures, using
data collection from financial records in all
groups of financing and health providing
institutions. For a number of -health
providers in the private non-profit group
and for a small part of other payers, in
some years the relevant information has
come from some estimation. The
estimates, however, as will be shown later,
have been sources of a very small part of
data used in this study.

The study employed the same definitions
and classifications as introduced in the
SNA and for country and sectors’ national
accounts. It was also required that changes
in financial arrangements during a long
period of three decades be correctly
considered, satisfying the comparative
features of NHA results for subsequent
years. This gave rise to the need for
introducing standards for the NHA data
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and tables that made them suitable for
time-series studies. This, in turn, required
that the results comply with the conditions
given by the random nature of statistics.
This paper presents Iran’s national health
accounts by distinction between sources
and uses of expenditure and between the
public and private sectors. The next
section introduces the expenditure
classifications for financial and
institutional arrangements in Iran. Section
three provides solution for the changes in
the regulations and financial arrangements
in Iran’s health sector during the period
1971-2001, to make the trends appropriate
for policy and situation analyses on the
basis of historical data. Section four
presents the international comparative
characteristics of this study and the
methods and applications for the NHA.
Section five presents conclusions and the
main characteristics of the framework of
Tran’s NHA for empirical studies.

Classifications for Sources and Uses of
Health Expenditure in Fran’s Health
Sector.

This section explains sources and uses
classifications and the requirements for
consistency in the arrangements of facts
and statistics for whole of the period, and
in definitions and trends. Four basic
classifications for NHA expenditure have
been considered: a) classification of
sources of expenditure, b) classification of
uses of expenditure in health institutions
(representing  their  financial  and
performance capacities), c) classification
of final consumption in the public and
private sectors, d) exchange of finmancial
resources within source-use tables. At the
first step, data collection, derived from
financial records of the public and non-
public health institutions” accounts, are
arranged and fixed on a source and use
basis, then, the framework for each
classification was individually developed,
and at the end, all the tables and different
classifications came into the same.
rationale to conform to each other and to

Iran’s National Accounts.

Classification of Sources of Health
Expenditures

Following Iran’s NA classifications,
sources of health expenditure break down
into the public and private sectors, and
then, disaggregated in sub-sectors, as the
following: 1) General government, for
allocating the public sector budget; 2)
Social Security Organization, (SSO), and
from the year 1995, National Health
Insurance QOrganization, (NHIO), for
making use of premiums received from the
public for social health insurance; 3)
Tehran municipality, as a local government
body; 4) State-owned firms; 5} The Public
sector charity foundations, for applying
donations of the public to non-profit health
care benefits. The NHIO has founded for
universal health insurance coverage of the
public, who already were excluded from
the SSO coverage, and government
employees. The latter were insured 25
years earlier and managed by an insurance
division of the Ministry of Health. The
NHIO has obtained two different sources
for health insurance, the public budget for
social health insurance programs, and the
insured payments of premium. Also, from
the year 1995, the public budget for the
health services in Armed Forces and for
the assistance programs in the public
sector charity foundations were changed
into the social health insurance programs.
Tehran Municipality has contributed in
health financing, since 1992, as a third
party payer exclusively for its own
employees.

Since the year 1995, part of the public
budget, which previously was directly
allocated to the public health service
system for diagnostic health care and
hospital services, was changed into
indirect payment allocation via the NHIO.
This change in the year 1995, and then, in
NHA sources is viewed as payments from
the public budget to the public health
service system, which holds the
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comparative nature of the trend for whole
of the period. In 1979, there was a big
change in Iran’s health system, regarding
the pluralistic nature of the public health
service  systemn  along  with  the
accountability of the Ministry of Health
for all facilities and services in the public
sector. As will be shown later, this
situation has changed gradually since the
late1980’s, arising from changes in
regulations and expectations that were
inclined to raising roles of other public and
non-public institutions in Iran’s health
system. In this study, the financial
arrangements of the health system have
been presented by the current state of
arrangements in the health sector.

In the public sector, the public budget and
its financial sources, consisting of taxes,
public revenues from oil exports and other
general revenues are regarded as the main
source of funds for the public health
service system and social health insurance
programs. In the public system, there are
also service revenues from supplying
services to the public, which mostly are
financed by households’ co-payments.
There are a few sources in the public
budget, which are regarded as not-directly-
allocated health budget, and are included
in tables as “other health sources”. There
are additional sources for health financing
in the public sector that come from some
state-owned firms. For such sources, these
firms are excluded from the SSO health
coverage.

In the private sector, the classification for
sources of expenditure takes into account
four main groups. The first group is
households in both urban and rural areas.
In sources classification, health services
expenses of this group, as parts of
households’ budget, are shpown as
payments contribution of the public. The
contributions are annually presented in
details in the reports of household budget
surveys by Iran’s Statistics Center. Since a
part of these payments are paid to the
public health service system, we excluded

this part from the service revenues of the
public system, to avoid double counting.
The - second group is the commercial
insurance companies that provide private
health  insurance  services.  These
companies provide complementary health
insurance services since 1992,

The third group in the private sector is the
private and non-governmental medical
schools, which spend a part of their budget
for medical training in their hospitals and
clinics on health services. In the private
medical schools, households, by paying
tuitions, have already financed the schools
contributions in total health payments. The
other part of contributions comes from the
transfer of similar financing supports from
“the non-governmental medical training
system” to the health sector. The fourth
group is private non-profit institutions,
providing financial supports for non-profit
health services to households. The two
latter groups are viewed as the main
financiers of their own heath service
systems. The health institutions in these
two groups are also allowed to obtain
additional sources for financing, e.g. from
social health insurance programs and the
public’s co-payments. The data for the
private non-profit health institutions were
obtained by estimations, using statistics of
their share in the health sector and their
sources in the NA. The estimates totally
account for up to .64 percent of the health
expenditure in 2001.

Table 1 shows the classification and data
for sources of health expenditures in the
public and private sectors. In this table a
distinction has been introduced for
consumption expenditure and investments
or fixed capital formation expenditure.
Such a distinction is considered important
in all presentations of the NA. In this study
the relevant sources of health investments
are from the government and $SO annual
budgets and the NA data. In general, in
this presentation of sources of health
expenditures, the main effort was to
provide a complete data collection,
regarding a universal approach to health-
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related expenditures for whole of the
period. When it was necessary, in a few
cases, the required data were estimated on
the basis of other relevant statistics, e.g.
the capacity of services in health
institutions, number of people that
received health services, and average per-
bed or per-patient costs. It was important
that the estimations satisfy the criterion for
random observations in the statistics. The
average annual share of estimations in
total expenditure, however, in" the years
1971-1979, 1980-1990 and 1991-2001
were respectively 5.6, 2.3 and 1.1 percent,
and for the year 2001 it was less than .7
percent. It is worth noting that,
households’ budget and other NA-related
data are considered given and with no need
for further estimations.

In this study, it was important to provide
expenditure information in terms of both,
the cumrent and constant prices. Price
deflators for the public and private sectors
services were considered different, and at
the rates of service provision for final
consumptions. Since the services in the
public and private sectors are not
homogenous, the trends of deflators for the
two sectors were treated as separate, both
equal to 1.00 in the base year 1990. In
general all prices were viewed as market
prices, and for the public sector and the
private non-profit institutions the service
profit was taken equal to zero. There is
also a distinction between individual
consumption and collective consumption
in the health sector. The latter includes the
former along with health researches and
logistic services in accounting total
expenditure. In the accounis, government
subsidies have been excluded from total
expenditure since the main purpose of
health subsidies in Iran has been reducing
the prices of health services.

Classification of Uses of Expenditures in
the Public and Private Health
Institutions

In this classification, service revenues ¢

from total health payments represent the
operational capacities of  health
institutions. As shown in Table 2, there are
three groups with different institutional
settings for the public sector health
services. Two of them are the health
institutions in the public health service and
SSO systems, and are financed by the
public budget and the SSO budget,
respectively. - There are also additional
sources of revenue in these institutions. In
the former institutions, the additional
revenue comes from consumers’ co-
payments and social health insurance
programs, and for the latter from providing
health services to the public not insured by
the SSO. The third group in the public
sector is the health institutions that belong
to state-owned firms. This group provides
health services exclusively to their firms’
employees.

In the private sector, there arc also three
groups: a) private and non-governmental
medical schools” health institutions, b)
private non-profit health institutions, and
¢) private for-profit health institutions. The
first two institutions obtain financial
resources not only from their own
financiers but also from social health
insurance programs and consumers’ co-
payments, The third group is financed by
households, health insurance organizations
and by any other payers within the health
seclor.

Classification for Final Consumptions

In this classification, there are two main
groups for final consumption of health
services, namely as the public and private
sectors. As shown in Table 3, in the public
sector, government and the SSO, with
sources from the public budget and social
health insurance premiums, are viewed as
final consumers of their health services. In
the private sector, households and private
non-profit institutions are considered final
consumers. For households, sources of
health expenditure are from households’
budget, and the transfers to the

152



Malaysian Journal of Public Health Medicine, Vol. 5 (Supplement 2) 2005

households” budget. The transfers are
specified by all the health payments except
those made by the public budget and the
SSO for their own services, with additional
exceptions for payments made by the
households and non-profit institutions.
These institutions are viewed as financiers,
and then, final consumers of their own
health services, produced by the private
non-profit  health institutions. This
classification is the most similar to the
consumption categories in NA accounting
of national expenditure. This means that
the final consumption classification is the
most suitable one for comparing the
financial data of the health sector with the
other sectors and with national
expenditure, regarding the NA system.

Financial Exchanges between Sources
and Uses of Expenditure

The  distribution of total  health
expenditures between payment sources
and payment receivers, and the financial
exchanges between these two groups,
completed the information for all the
above classifications. In Table 4, the first
three rows represent sources of
expenditures, and the first column shows
uses in health institutions, regarding the
specifications in the first and second
classifications, respectively. The data
within the table shows financial exchanges
between different sources and users of
pavments. In the table, final consumptions
for the main groups, specified in the third
classification, are shown by partitioning
the table into three areas. The final
consumption of the public seetor is shown
at the north-west of the table; and the final
consumption of households and private
non-profit institutions are showw at the
middle and east areas, respectively.

The table, therefore, represents the unified
nature of the analytical framework Iran’s
National Health Expenditure, (NHE), in
the three basic classifications, given that
the classifications have common basis for

definitions and in data collection. Each of
the classifications was specified and
developed, at the first step, independently,

- and then, was followed by the path that

there should be no conflicts among
definitions and conclusions in different
classifications. In general, the process
introducing Iran’s NHE is considered a
sub-system of Gross National Expenditure,
(GNE), and consistent with the features
infroduced by the SNA and international
NA comparisons.

Arrangements for Expenditure
Classifications and Changes in Financial
Management for the Period 1971-2001

In structoring Iran’s NHA for a long period
of 31 years, if seems important to take into
account many historical changes in the
administrative and financial arrangements
of the health system. In Iran, prior to the
year 1979, the Ministry of Health, (MOH),
had manage directly up to 8,400 hospital
beds, which were less than one forth in the
1980°s, and had no interest 1in
administrative controls on the other
publicly financed hospitals and clinics.
From 1979, and for a long while, the MOH
followed pluralistic controls on financial
and administrative issues in these hospitals
and clinics, and also in those were
financed by the SSO. The controls, from
the year 1985, extended to the public
medical schools, and hence, to the training
hospitals and clinics. In these years up to
now, a small group of the health
institutions, which are financed and
managed by the state-owned firms and not
funded through public budget, remained
out of reach of that pluralistic framework.
The Act of SSO accountability on health
services for the SSO beneficiaries, in
1990, returned the management controls of
the SSO health institutions to the SSQO. In
coming years the pluralistic controls has
almost stopped growing; and the
regulations allowed rising non-publicly
financed health care services. This gave

rise to the opportunities for growing and
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improving health care services in the
private and other non-publicly financed
health institutions.

In whole of the period, there were
considerable fluctuations in the number of
the private non-profit health institutions,
especially in 1980’s and the first half of
the 1990’s. This was because the
government was viewed as responsible for
financing them when they faced financial
crisis. There were also important changes
in the public health expenditure from the
year 1982, arising from the new plan for
development of public health services
especially in rural areas. There were also
two other important changes in Iran’s
health system. The first one was the rapid
increase in the number of public medical
schools, from 8 in the 1986 to 28 within 10
vears. The second change was the
integration of public health services and
service programs of medical schools in the
1994. From 1988, the private medical
school was allowed to develop its owned
hospitals and clinics in a number of cities;
and the number of third party payers
increased remarkably from this year and in
1990’s

To introduce Iran’s NHA with historical
changes in health system, all the changes
in administrative and financial
arrangements were reviewed carefully, and
then, the statistics were specified by
correct definitions. It was also important
that the NHA allow for the statistics
concerning issues such as evolution of
Tran’s health care system and financing
policies, and health market development.
Given .that the current sctting of Iran’s
health system is important in situation
analyses, the NHA was required to present
historical data in the classifications on the
basis of the current health system
framework. The NHA was also required to
be consistent with the evolution processes
in Iran’s health system, which was
followed by situation differences in NHA
trends.

International Comparative Health
Expenditure Accounts, Methods and
Applications

It is important that standardized definitions
and accounting methods, used by
international researchers, to be applied to
in studying the national patterns of health
care financing. As the government and
many payers seek to control rising health
care  expenditures, other countries
experiences can be used to support health
financing policies. The approach in this
study is a pluralistic health care system
where multiple sources of finance and uses
of payments, classified in the public and
private sectors, present the dominant
nature of Iran’s national pattern of health
expenditure. In this pattern, different
categories for uses of payments could be
specified for creating balance in
expenditure accounts. Berman (1997)
proposed five main classifications for uses
of financial resources.
a) Providers and institutions
b) Functions or types of health
care services
¢) Line item or economic
expenditure categories
d} Regions or
geographic/administration
categories
e) Socio-economic categories

Iran’s NHA balancing process takes into
account expenditure uses for the first
classification. Berman pointed out that
there is still lack of uniformity, especially
when the “uses” categories are defined
across countries and there are different
disaggregating basis, for example for
payments for different types of service
providers or health care services. There are
also differences in presenting the above
distinct types of classifications for national
health expenditure. In the OECD system of
NHA (2000), provider, function and line
item categories are mixed in a single
category. The NHA system in OECD
countries expands a method, introducing
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highly disaggregated sources and uses
matrix and a tri-axial system for the
recording of health expenditure, defining
health care by functions, service providers
and sources of funding. This method also
provides links with employment and other
resource stafistics. In this approach
expenditure  categories  focus  on
expenditure uses that could be different in
countries accounts; and sources break
down into the public and private
expenditures and by social health
insurance or tax-financed expenditure
within the public sector. Today, there are
considerable efforts to develop NHA
frameworks in developing countries.
World Bank and some UN agencies and
international organizations, through
financial supports and technical assistance,
have played important role in developing
NHA classifications and uses accounts.
Rannan-Eliya (1997} introduced the NHA
framework of Egypt by specific features of
the country health system, which are
highlighted in different categories of uses
of financial resources. The usefulness of
NHA for socio-economic studies in
Doherty et. al. (2002) and Cornell (2001)
was met with significant consequences for
South Africa, since in this country they
faced highly unequal income distribution,
an extensive role of private health sector
and a Dbig share of tax-financed
expenditure in the public health service
system. In Magnoli (2001) the importance
of NHA programs in Latin America are
discussed in details for the features
attributing to NHA clearing aspects for the
financial structure of health systems, and
to opportunities for creating national
programs in the health sector«

In this study, there is an opportunity to
introduce more than 100 ratios that are key
issues to recognize the Afinancial
characteristics of Iran’s health system, and
help evaluating expenditure policies and
processes. There are still many features of
Iran’s health system, concerning issues
such as  socio-economic  structure,
provider’s interests and opportunities, and

health care functions, which remain for
further explorations.

It is worth noting that there are some
issues that may cause the resuits from the
NHA be considered with cautious. The
financial results from the NHA are not
easily practical for describing changes in
the quality of services. This is because a
higher or lower quality of services cannot
be attributed easily to raises in per-capita
or per-patient average costs at constant
prices. The use of advanced technologies,
much laboratory tests and expensive drugs,
for developing primary or preventive
health care at the first level, may restrict
increases in the average costs at national
level in following vyears. When such
advances and expenses are directed (o
reduce uncertainty in diagnostic processes,
they increase the average costs in
oncoming years. In general, the NHA
results for the trends of costs at constant
prices for representing changes in terms of
the quantity of services need to be
regarded with special conditions for health
services characteristics, in the years in
which a number of factors may change.
The special conditions allow for
unchanged state of: quality of health
services, diagnostic technologies, drugs
qualifications and costs, service ratios for
different levels of preventive health care,
rate of per-capita health referrals, ratios for
different payers and for the average costs
of different health service packages,
purchasing power of the public, and other
qualitative issues affecting per-capita
average costs. Such unchanged conditions
may only exist in short periods of 3 to 5
years. In longer periods, however, the
trends obtained from the NHA tables, with
less regards to  health  services
characteristics, could be applied to trend
studies  for  different  expenditure
categories.

Conclusion.

The framework introduced for national
health accounts in thi§ study is on the basis
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of the health financing records in Iran for
accounting  sources and uses of
expenditure. In this context, the NHA
process could be applied reliably to health
systems that make use of pluralistic
frameworks of accounting records,
especially for sources of funds and money
exchange within the systems. The growing
interests in such studies arise from the fact
that financial resources have become
increasingly the main limiting factor for
raising health productions or services in
almost all countries. This study showed
that the financial structure in Iran, with a
long period of regulated accounting
systems, could provide successfully the
data for expenditure movements in the
long term trends. In this study health
expenditure pattern conforms to the NHA
standard definitions and categories, and
analytical frameworks.

While the sources of expenditure could
break down appropriately, the information
for uses of expenditure has limited
disaggregating to the levels that represent
health care functions and providers’
interests. There is, however, complete
information for the exchange of health
funding between different health financiers
and payers and health institutions. The
latter are represented by the uses category
and a framework that health institutions
may receive service compensations. The
table for exchange of health spending
introduces payment mechanisms in Iran’s
health sector which is the main policy
interests in funding reforms. The methods
and applications in this study take into
account other countries expectations from
the NHA results, concerning the economic
and social aspects of the financial
characteristics of health systems, and the
random nature of statistics for empirical
studies.

In general, Iran’s NHA shares the SNA and
standard definitions and classifications of
NHA’s for comprehensive, internally
consistent and internationally comparable
accounts which is also compatible with
aggregate economic and social statistics. *

The accounts, disaggregating at the level
required by the precision and timeliness
criteria, present no conflict with judgments
for international reporting and for
expenditure projections. Iran’s NHA also
takes account of policy sensitivity for
frequent changes of public policies and
regulations in the past, The standard tables
in this study are flexible to developments
to the extent of provider industry and
health care functions.
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