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Abstract

Background: A four-step map of financial reform in Iranian health sector has been proposed with the aim of increasing efficiency
and resource allocation.
Objectives: This study was conducted to investigate the necessary requirements to establish the three last phases of this reform in
Iran, during year 2015.
Methods: A qualitative study in the form of framework analysis approach was conducted. An interview guide was used for inter-
viewing 22 purposefully selected experts individually in a semi-structured format and data were saturated at this level. Data were
analyzed using five-stage method of framework analysis (familiarization, identifying a thematic framework, indexing, charting and
mapping, and interpretation) using the Atlas Ti software, by two experts with no conflicts of interest.
Results: Six main themes and 18 sub-themes were extracted that introduced six groups of requirements including economic, func-
tional, legal, organizational, informational, and educational, as the most vital needs for conducting financial reform in the Iranian
health system.
Conclusions: Findings showed that there are numerous problems with conducting financial reform despite spending a decade
after its implementation in the Iranian health system. Therefore, the current results as well as planning to recognize and promote
the modifiable parts in this field might be beneficial for policy-makers of the country to make a definite plan for revising this process
with drafting a long-term perspective and a tailored context for complete and successful executing.
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1. Background

Experts introduced the main factors of reform in the
health system as follows, increasing health care costs, in-
creasing public expectations, resources limitation and in-
creasing public demand from the government due to poor
governance, corruption and inefficiency of power, and bu-
reaucratic inhibitors (1). Moreover, there are other factors
that forced developing countries to reform their health
system, including focusing on decision-making, poor allo-
cation efficiency, poor technical performance, high cost of
patients for receiving health services, poor quality of ser-
vice and bad performance of the health system staff (2).
Other studies categorized the main reform content of the
health system to 4 sections comprised of changes in meth-
ods of funding health care, changes in the allocation of re-
sources in the health system, changes in the method or the
supply of health services and justice (3); three of the four
aforementioned sections are classified as financial reform.

In the Iranian health system, the Ministry of Health,

as custodian of public health, is an organization with re-
sponsibilities for explaining policies and strategies, influ-
encing the behavior of internal and external actors, guid-
ing and developing national health activities and general
supervision (4). In the past few years, evidence showed a
lack of reliable information and consequently poor deci-
sion that were made on the basis of information by this
ministry; in addition, disjunction of information in terms
of human, logistics, budget resources and financial sys-
tems in the health system has led to many challenges that
make financial reform necessary in the Iranian health sys-
tem (5). According to the criticism of the traditional sys-
tem, emphasis of the Fourth Development Plan, financial
and transactional regulations in all Universities and Medi-
cal schools across the country, public accounting and civil
service management regulations as well as the board law
has accentuated on financial reform in the health system
(6).

With regards to the emphasis of numerous documents
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and also the ministry’s operation span that is responsible
for the financial management of more than 50 Universi-
ties, about 600 governmental hospitals, and more than
4000 urban and rural health centers (7), the financial re-
form in the health system is suggested in a four-stage pro-
cess aimed at establishing a system of performance-based
or results-based management that stresses on improving
efficiency, effectiveness, and operational accountability in
the public sector with increased precision in the manage-
ment of resources instead of a focus on inputs (8). These
four stages are as follows:

Establishment of accrual accounting rather than cash
accounting: Cash accounting registers receipts, payments,
and cash balances at the time of cash exchange. Then, fi-
nancial statement based on cash accounting shows tradi-
tionally the sources of cash and cash expenditure alloca-
tion and also compares it with expenditures; while, the use
of this system is not effective in gaining benefit from pub-
lic resources by the government (9).

Establishment and development of accounting cost or
activity based cost: Cost is a very important factor in the
management process to measure the cost of production
and also to control the cost of materials, salary and other
production using industrial accounting. This method is
not merely limited to the manufacturing sector, and other
parts including banks, insurance companies, major shops,
transportation companies, airlines, Universities, and hos-
pitals are applying this strategy to improve efficiency (10).

Establishment of performance-based budgeting: This
kind of funding is a system of planning, budgeting, and
evaluation that emphasizes on the relationship between
budget and expected results. Its privileges can be men-
tioned as increased accountability based on results, im-
proved performance management as well as allocation
process (11).

Cost and efficiency management provide policy-
makers, senior and performance managers and decision-
makers with optimal decision model after the disclosure
of financial information (12).

Despite the importance of the aforementioned reform
and the critical role of accrual basis in determining the
price of services and operational budgeting to meet the
needs of the community, these reforms need a comprehen-
sive approach to achieve the assumption presented in the
law of fourth and fifth plans for socio-economic develop-
ment (13).

2. Objectives

As stage I of financial reform has completely been im-
plemented in the Iranian health system and all related

parts of the Ministry of Health during year 2013, it is obvi-
ous that conducting the other 3 phases of financial reform
in the country can significantly improve the provision, fa-
cilitation and clarity of the process. Thus, this study aimed
at investigating the requirements for applying phases 2, 3,
and 4 of financial reform in the health system of Iran.

3. Methods

This study was a qualitative study using framework
analysis approach aimed to explore necessary require-
ments to implement financial reform in the Iranian health
system in phases of 2, 3, and 4 from experts and policy-
makers point of view, during years 2013 to 2014. The popu-
lation study consisted of all of key informants and experts
in the field, including ministry of health at a high level
(ministers after the revolution), specialists of the ministry
of health in the middle management levels (vice president
of development and director of the budget), main experts
of strategic planning and eligible people of health com-
mission of parliament that were selected based on the pur-
poseful sampling technique.

To achieve this, two former ministers of health, four
vice chancellors of development and management of re-
sources, four chiefs of budget and two employees of health
commission of the parliament, who had roles in the past
years from 1991 to 2014 years, were included. Also more
interviewing was done using snowball sampling with a
person, who had similar responsibilities because of fail-
ure to reach saturation level; saturated data was achieved
after 22 interviews. To collect data, qualitative and semi-
structured interviewing was used. To design the interview-
ing guide, a literature review and in-depth interviewing
was conducted apart from interviewing with two experts
in the field of financial health. The final version of the in-
terviewing guide was prepared by the research team and
the approved version was used for 3 sample interviews
with 3 financial experts that were not included in the main
sample for assuring the validity of the questions. This
guide was modifiable during the interviewing; however,
the researcher purposefully selected key informants and
all samples responded to all questions of the interview-
ing guide. Before conducting the interviewing, all samples
were previously coordinated with telephone or in-person.
Informed consent was obtained from all participants after
describing the study goals and objectives. In addition, all
the samples were told that they could leave the study at any
time. All of the participants were assured that the audio
files and text were completely anonymous and coded in a
safe place.

In order to ensure accurate and high quality interview-
ing as well as increased accuracy and confidentiality of
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content, the researcher tried to hold the meetings in a calm
and safe environment. The duration of each interviewing
was between 45 and 55 minutes, depending on the interest
and tolerance of respondents. To prevent probable prob-
lems, all interviewing was recorded using 2 electronic de-
vices and the researcher noted all the facial expressions
and body gestures.

To analyze the results of this phase, framework analysis
of qualitative data was used that consisted of 5 steps (14):

1- Familiarization: at this stage, a summary of the con-
tent of communication was designed for each interview-
ing.

2- Identifying a thematic framework: at this stage, a
thematic framework was designed based on the objectives
of the study, previous surveys, interviewing and thematic
guides and was debated by the research team in two com-
mon sessions and, finally, were reviewed using the litera-
ture rewritten through interviews.

3- Indexing: to do this, researchers primarily indexed
the interviewing by using the Atlas Ti software, and differ-
ent parts of interviewing were indexed in accordance with
thematic relation through one or more codes. These codes
were reviewed in several times by the two researchers and
were finally debated by all the research team.

4- Charting: at this stage, comments of interviewees
on each subject were compared using analytical tables and
the relationship between topics and sub-topics (main and
sub-themes) were also detected and analyzed.

5- Mapping and Interpretation: at the final phase, all
topics were interpreted using Atlas Ti in a way that all inter-
viewing was conducted by informed researchers. All data
obtained by researcher’s colleagues were also confirmed.
Interviewing files were entered in the form of words in the
Atlas Ti software and analyzed by the researcher and his
team. To ensure the reliability between coders, two mem-
bers of the research team that had no conflict of interest
with the subject coded the two texts of interviews, debated
on conflicts, and solved them. In order to obtain feedback
from participants about the interpretation of the data and
ensure that their views were properly presented, findings
were sent to them, and their feedback was used to improve
the interpretation of data.

In order to achieve validity and reliability of qualita-
tive research, authors tried to validate the topic guide of
the interviews through three pilot interviews along with
applying member check, peer check, and expert check. In
this regard all the transcriptions were transformed for the
participants and after their confirmation, the codes were
checked by all the research members and some experts
of budget and performance monitoring department of
Mohme. Using different participants and trying to probe
the topic guide also helped triangulation of the study de-

sign.

4. Results

The current findings were obtained from interviewing
22 experts, who worked as part of the health system, health
financial system, health accounting, and health budget-
ing. Table 1 shows the frequency of interviewees based on
their current or previous organizational position.

Table 1. Demographic Characteristics of Interviewees Based on Their Organizational
Position

Current and Previous Organizational
Position

Number Percentage

The minister of Health 2 9

Vice-Chancellor of development and
management of university

4 18

Member of health and medicine of
commission of parliament

2 9

General manager of budgeting of ministry
of health

4 18

Financial controller of ministry of health 2 9

Ministry representative of economy and
finance

2 9

Expert accountants 2 9

Member of the new financial system 4 18

Total 22 100

Analysis of the interviews resulted in 6 themes (main
theme) and 18 sub-scales as reported in Table 2.

4.1. Economic Requirements

Interviewees believed that most priorities of the gov-
ernment are improving quality of services, efficient use
of sources and existing capabilities, providing contexts to
standardize governmental services, increasing motivation
of staff and managers, and providing them with authori-
ties and use of controlling activities instead of controlling
process and, in brief, need for budgeting in governmental
institution due to economic liberalization and rules and
regulations standardization. In this regard, an interviewee
proposed that:

“One of the changes that occurred in the governmental
accounting system could have been caused by significant
development in governmental responsibilities, changes in
government programs and weak efficient informational
system…” (p2).

Also, according to the participant’s opinions, bud-
getary control and financial management of governmen-
tal institutions in line with annual confirmed budget has
been regarded in the recent years by the government and
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Table 2. Requirements for Establishing Phases 2, 3 and 4 of Financial Management Reform in the Health System From Interviewee’s Point of View

Themes Sub-Scales Some Selected Codes

Economic requirements

Efficient use of current capacity Using unit net cost for services, Activity based cost of
health services, New budgeting techniques like

operational or functional ones, The ratio of health
system outputs and inputs, Economical scales in the

system

Operational budgeting

Cost of services

Functional requirements

Improved registration of operations
Transparency and relevancy of accounting, Integration
of financial and accounting processes, Transparency of
costing through better and exact recognition of costs,

Actual incomes because of on time recognition,
Operation and process documentation, Improving
internal audit and control by universities‘ auditors

Transparency of financial reports

Effective internal control

Standardization of processes

Recognition of income and expenses

Legal requirements

Financial regulation of universities
Annual reports of auditors, Reports presented for

managers‘ decision making, Financial and trading by
law of medical universities, Financial regulations at
different levels of MOHME and medical universities

Auditor’s report

Management notification

Codification of regulations and guidelines

Organizational requirements
Recruiting and training human resources Improving staffing mechanisms, Recruitment of expert

accountants, Correction of human resources charts in
financial management of medical universitiesModernization of the organizational structure

Informational requirements
Integrating of information Using ROOZAMAD as a national software, Good

capabilities of reporting through integrated software
Software capabilities

Educational requirements
In-service training Training of staff accountants by new financial system

coaches
Cascade training

considered as the most important economic requirement
for financial reform in the health system.

In the Health and Medical Education field, effective fi-
nancial management is more required than before, be-
cause of its different and wide activities span and its an-
nual financial burden, according to the total public and
private funds. An interviewee claimed that:

“Cash register and financial record of payments, order
register of assets in the list of costs, weakness in financial
reports, lack of financial statements and ambiguity of the
budget led to the health organizations facing numerous
problems that are caused by its identity as a governmental
organization before financial reform (p12)”.

4.2. Functional Requirements

Some of mentioned functional requirements were in
the field of registry operation, transparency of financial
reporting, internal control effectiveness, and standardiza-
tion of processes as well as identify revenues and costs as
the most important requirements for financial reform of
the health system.

As mentioned above, other priorities were proposed
by interviewees as follows: considering fund when cost or
obligation occurred, existence and implementation of ef-
fective internal controls, consolidation and standardiza-

tion of processes, activity-based budgeting, budgetary con-
trol, analysis of deviations from the plan, organizational
structure, and homogenization of data.

Despite of the aforementioned problems, there are
more functional requirements that make its conduction
more necessary, such as the absence of strong world rela-
tions regarding information and the consequent poor de-
cisions, and heterogeneity of information regarding hu-
man, logistics, finance, and budget resources as well as fi-
nancial systems in health and medical organizations.

Increased efficiency and productivity, transparency, in-
creased internal controls, evaluation of inventory account-
ing, receiving rapid, timely and detailed reports, optimal
use of resources, showing quantities, and prevention of
misuse are listed as the benefits of accrual accounting
from participant’s point of view. For example, an intervie-
wee said that:

“In accrual accounting, financial reports, such as finan-
cial lists and operational level, should be prepared; also,
the benefits of financial reports of accrual accounting are
conformity of revenues and expenses during the year, mea-
suring costs in the financial period and measuring revenue
based on a financial period” (p3).

Functional requirements have been considered in the
phase I in a form that the main purposes of accrual ac-
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counting implementation, in the participant’s opinions,
are transparency of accounts, providing comprehensive fi-
nancial reports using calculation of cost of services and
costs management, preparing aggregation financial state-
ments of medical universities and health services, report
on the periodic performance and its objectives, an en-
abling environment to provide a comprehensive budget,
availability, development, completion and integration of
eligible application software and a similar coding in all
medical universities and its health services and subsidiary.
An interviewee suggested that:

“Integration, possibility of monitoring and improving
internal control using separation of the consumer items
from capital items and providing an automatic accounting
document, collecting inventory list and then, transition to
the mechanized system, classification and coding of inven-
tory and property in all units of the University, and, briefly,
guidelines for property classification were also considered
by the related decision-makers” (p21).

4.3. Legal Requirements

Interviewees believed that some of legal requirements
to do financial reform are as follows: Fourth Development
Plan (note 49, 88, 138 and 144), financial and transactional
law in all medical schools and universities across the coun-
try, reform of note 63 and 64, public accounting law of
the country, civil service management and the board of
trustees laws, and the need to audit note 7 that was not im-
plemented before the fourth developmental plan.

In this regard, a subject suggested that:
“After discussion with politicians and experts in sev-

eral meetings at expert level, an unclear definition of the
turnover framework of the fiscal and monetary operations,
lack of cost management and productivity, guidelines and
related laws and regulations, existence of accounting sys-
tem, impossibility of cost, under representation of finan-
cial experts with relevant expertise and lack of an inte-
grated coding system in the country were leading prob-
lems in the financial system, and also experts team con-
cluded that financial information is not a decision-making
basis” (p8).

Based on the experiences of the Ministry of Health, to
establish and prepare legal requirements before phase I of
reform, some actions were conducted, for example auditor
certified by accountant’s society of Iran began to work as
an adviser of university president and supervisor of board
of trustees in universities of medical science from year
2005 that was a very successful plan and audit reports were
a basis for moving toward changes per year, and also pro-
vided internal and external policy-makers and planners
with proper directions.

4.4. Organizational Requirements

These requirements are presented by interviewees as
follows: health monetary comprehensive map, establish-
ment of a comprehensive system (modifying financial or-
ganizational structure, recruiting financial experts, equip-
ping and upgrading hardware and software, developing
required guidelines), changes of accounting system in line
with operational budgeting, and assessing the costs.

To move in line with these changes, the goal of infor-
mation management consisted of financial independence
and operational units accounting, modifying the cost of
services, financial analysis of data and modern budget-
ing (tailored tools, planning, and efficient control), man-
agement accountability, and evaluation of management
performance. Standardization and integration of finan-
cial processes, increasing appropriate internal controls re-
garding turnover of financial operations, exact costing to
achieve cost services, continuous monitoring on turnover
of financial operations in main organizations and sub-
sidiaries and removing duplicate and parallel operation
of financial process in main organization and subsidiaries
must be considered by the planners to achieve financial in-
dependence and operational units accounting.

With regards to the aforementioned sentence, a partic-
ipant described the seven steps of action to establish the
first phase of reform in the field of financial management;
1) reform in the organizational structure of university fi-
nance, 2) setting memorandum between the main institu-
tion and subordinate units by managing budgets and al-
locating funds to the related sections, 3) issuing the clos-
ing document for the last year and closing the remained ac-
counts in the last year and registry of the closing document
in the new year by using a new financial software, 4) com-
pleting the closing document remaining from accounts of
previous years, 5) registration of inventory turnover in a
new financial software, 6) considering the principles and
assumptions of accounting and guidelines of new finan-
cial system for diagnosing accounts to issue accounting
documents in the form of accrual method, and 7) establish-
ment of the accrual accounting system.

In this phase, identifying cost and operation centers
will result in preparation of an integrated software, notifi-
cation and teaching in the country, and given the approval
of Board of Trustees of the universities and the faculty of
medical sciences all around the country, this operation will
comprehensively be run due torelevant regulations and
guidelines across the universities of medical science.

Six steps were also introduced in the action plan of
budget management to establish accrual accounting. In
the first step, some plans will be implemented as complete
familiarity with project (required components of the bud-
get unit) with strategic and long-term approach, use of ex-
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periences and activities, familiarity with the instructions
of new financial system, proficiency in the accounts struc-
tures in the new financial system and familiarity with new
financial institutions.

4.5. Informational Requirements

To achieve these requirements, some necessary factors
are needed, however, there are many informational short-
comings including lack of an experience in this regard in
the governmental organization, geographical scope, nu-
merous activities and services offered by universities and
its subsidiaries, inappropriate organizational structure of
finance, deficiency of skilled manpower, rules and regula-
tions against the accounting standards, lack of a system-
atic relationship between the main organization and sub-
sidiaries, unavailability of comprehensive financial soft-
ware, lack of hardware facilities (computers and networks)
and lack of hardware and software experts. An expert be-
lieved that:

“The primary focus of the auditor’s report was on inter-
nal control that can be achieved by implementation of ap-
propriate software systems (for mechanization), prepara-
tion of newspaper offices, income management (including
income obtained by insurance and university), attention
to conduct projects (providing project card and feasibility
report), considering inventories (financial estimates of in-
ventory and medication in stock and its record), correct-
ing and detecting accounts (using registration and recog-
nition of income, costs and remained funds in the system
and study of stagnant items from previous years includ-
ing payment and pre-payment) and management of assets
(using identification and registration of ownership and de-
tailed statement of assets)” (p18).

Also, another interviewee declared that:
“Many false conclusions are caused by the lack of in-

formation, not false judgment and the market of health
services might be likely improved using coherent, compre-
hensive and integrated management interventions” (p6).

4.6. Educational Requirements

Announced educational requirements were as follows:
better monitoring, evaluation and internal control, esti-
mation of monetary assets, possibility of achieving the
cost of services, possibility of implementing operational
budgeting in the health and medicine sectors, determin-
ing the real cost, possibility of investment and cost and
revenue management, administrative and financial au-
tonomy, and, finally, improving the quality of health ser-
vices and medical education. Also, they declared that all
mentioned achievements may impose challenges includ-
ing the costs of switching to accrual accounting such as

training managers and changing the culture, software and
hardware, choosing an expert accountant, long-term com-
mitment of investment and providing a training package
for financial management. An interviewee declared that:

“From the beginning of year 2009, to establish an in-
tegrated system in the main organization and its sub-
sidiaries, some of the activities were done such as creat-
ing a new network connection, ordering and installing a
server, and providing finance staff of main organization
and its subsidiaries with appropriate hardware; then, the
first and second part of the mentioned software were es-
tablished from 2009 in all universities of medical science
and the implementation of phase II was possible from 2011”
(p15).

Participants also underlined the capacity of building
human resources in a budget unit, upgrading staff, pro-
moting experts, improving self-esteem of employees, pro-
viding necessary educational guidelines, training courses
for employees, modernization of structures and processes,
benefits from the innovation and technology, considering
necessary regulations, reforms and instructions and deter-
mining new criteria for organization and its monitoring
and evaluation as well as training in services. A subject an-
nounced that:

“To execute the first part of the reform, fifty trainers
were educated that performed this project at a peripheral
level of university of medical science” (p19).

5. Discussion

The present findings showed six requirements, includ-
ing economic, functional, legal, organizational, informa-
tional, and educational factors as the most important pri-
orities to implement and achieve the cost of health ser-
vices, establish and implement operational budgeting,
and achieve cost and efficiency management in the health
system of Iran.

An assessment system of price of services in the health
organizations plays an important role in evaluating health
inventories and services cost in the recent years as seen in
countries, such as Australia, Canada, Ireland, and Iceland
(15). Moreover, a study conducted by quality assurance as-
sociation of America in developing countries showed that
activity-based costing is one of the most important meth-
ods for calculating the cost of services that can be used in
health and medicine centers as an effective method (16).
The present results could strongly show the requirements
and prerequisites of the aforementioned method as the
phase II of financial reform in the health system.

Furthermore, lack of adequate scientific information
on the cost of services in governmental organizations has
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failed to implement the operational budgeting and princi-
ple 44 of constitution for privatization of activities in gov-
ernmental organizations (17). However, necessary condi-
tions are not provided for conducting the activity-based
costing system due to poor knowledge of management, in-
ability to identify activities required by costing, and inabil-
ity to determine factors causing cost (18). Exclusively, re-
sistance to change of finance and administrative staff, un-
familiarity of managers and experts with the technical is-
sues of system, lack of management information system,
lack of expertise in finance, and budget of organization
and the ministry were also mentioned as other barriers
to implement the cost services in the health system (19)
that are associated with the current findings, emphasiz-
ing on functional requirements, such as registering oper-
ations, transparency of financial reporting, efficient inter-
nal control, process standardization, and identification of
incomes and costs. Daneshfard and Shiranvand reported
the lack of accrual accounting system and weakness in
quantitative and proper indices for evaluating programs,
as the most important obstacles for operational budgeting
in the health system of the country. The authority and re-
sponsibility of managers and experts was more prioritized
in the field of organizational structure. Weakness in costs
system control was ranked as first in the financial manage-
ment system. The highest rank in the human source crite-
rion and functional requirements were respectively about
staff resistance and poor regulations and internal guide-
lines for budgeting (20) that are significantly in relevance
with the current findings.

Despite the implementation of financial reform in
health system of the country, there are still problems in the
conducting process that should be improved.

These findings with planning to identify and promote
modifiable factors will provide the main policy-makers
and decision-makers with comprehensive plans and will
also support them to consider a long-term perspective.
A study conducted by Bastani et al. revealed that in-
terventions must be done considering 7 factors, includ-
ing staff, managers, informational systems, organizational
sub-culture, structures, processes and finance priorities to
overcome the problems caused by phase I of reform, and
also prepare a more appropriate condition to implement
phases 2, 3, and 4 (21, 22).

It is recommended for managers and policy-makers
to consider operational and formal guidelines to use the
future phases of reform. Also, other techniques are sug-
gested such as justifying and preparing employees for
change and acceptance of the new system, practical train-
ing courses, using stimulus incentive, establishing an ap-
propriate organizational culture to reform and solve the
informational system problems.

The main administrative limitations of this study were
as follows: the impossibility of interviewing with minis-
ters of health after revolution as the key informants, and
challenges in coordinating appointment for an interview
with the health system decision-makers.

5.1. Conclusion

The findings showed that there are numerous prob-
lems and weak points for conducting financial reform, de-
spite spending a decade after its implementation in the Ira-
nian health system. Therefore, the current results as well as
planning to recognize and promote the modifiable parts in
this field might be likely beneficial to main policy-makers
and decision-makers of the country to make a definite plan
for revising this process with drafting a long-term perspec-
tive and a tailored context for complete and successful ex-
ecuting.
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