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Background: Beside the structural and managerial reforms in health system, high considerations are devoted to the financial 
arrangements. Reforming financial arrangements of health systems, method of payment to health services providers has always been 
one of the most important issues.
Objectives: In this article we have studied the experience of using a novel payment method in “Family Physician Program” in Iran.
Materials and Methods: We have reviewed the official documents of Ministry of health and medical education and the “Medical Services 
Insurance Organization” of Iran as data sources.
Results: Payment method that used for family physician program in Iran is a mixed payment method in which capitation fee, fixed monthly 
salary, deductibles, franchises, performance based payments, and even bounces (as an incentive payment) are used simultaneously.
Conclusions: Mixed Payment Method has the potential of using the benefits of each payment methods, and minimizing their defects. It 
also has the risk of encountering the defects of all payment mechanisms.
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1. Background
Nowadays, permanent change in economical, political 

and social factors is an undeniable fact in all countries. 
Therefore, governments must revise and reform their ex-
ecutive structures in order to meet their newly occurred 
needs through proper actions (1). Importance of reform 
in public services sectors is mostly due to their direct ef-
fect on the social welfare and eventually in sustainable 
development of communities (2). As one of the most im-
portant parts of public services, Health care system has 
attracted special attentions. Specific function of health 
system and its impact on welfare, development and pro-
ductivity of community is the main cause of these con-
siderations (3).

Community-oriented health care and primary health 
care are in the core of many programs that aim to reform 
health systems (4). Also World Health Organization has a 
special emphasis on these kinds of reforming programs 
and encourages countries to involve community-based 
programs in their reforming actions (4). These particular 
attentions to the primary health care and community-
oriented plans comes from the unique role of these ap-
proaches in responding to the main health needs of the 
populations (4). Beside the structural and managerial 
reforms, high considerations are devoted to the financial 
arrangements including financing sources, purchasing 
strategies and payment methods (5). The method of pay-

ment to health services providers has always been one 
of the most important issues in reforming financial ar-
rangements of health systems (6). All current payment 
models have several strengths and weaknesses; so that, 
adoption of each ones depends on the type of health pro-
gram (7). 

For example, “Provider Induced Demand” could be one 
of the most important weaknesses in the “Fee for Service” 
method (8).Therefore, policymakers have always been 
looking for the optimal method of payment to health ser-
vices providers (9). 

2. Objectives
Considering the importance of finding an optimal 

model of payment to health services providers, in this 
article we studied the experience of using a novel pay-
ment method in “Family Physician Program” in Iran with 
a critical approach.

3. Materials and Methods
This article is a review on the Iran's experiences in us-

ing new mechanism of payment in family physician pro-
gram. We have used the official documents of Ministry of 
health and medical education and the “Medical Services 
Insurance Organization” of Iran as data sources. These 
documents include Executive Written Regulations, Book-
lets of Health Services Insurance Tariffs, and Booklets of 
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Family Physician Service Packages. The Executive Written 
Regulations and Booklets of Health Services Insurance 
Tariffs are published by ministry of health and their new 
versions have been published based on the necessary 
changes in the program. Although the Booklets of Health 
Services Insurance Tariffs publish by ministry of health, 
but tariffs are determined and approved by Insurance 
Council which is composed of experts from ministry of 
health, insurance companies, Medical Council Organiza-
tion and other related organizations.

Booklets of Family Physician Service Packages contain 
all of the services that must be rendered to the target 
population by family physician team. Family physician 
teams consist of general physicians, midwives and health 
workers. Gathering data for this article, we have used the 
final version of Booklet of Family Physician Service Pack-
ages that was published in 2007.

Executive instructions, principles of financial arrange-
ments, program monitoring and evaluation guidelines, 
checklists and other regulations that are necessary for 
implementation of the family physician program are 
published in Executive Written Regulations and its elev-
enth edition (Executive Written Regulations, 11th Ed. 
2010), is used for this article. The 2011 version of Health 
Services Insurance Tariffs Booklets which contains de-
ductibles, franchises and other payment shares is used as 
another data source of the research. We included docu-
ments which contain our research keywords including 
Payment Methods, Financial Arrangement, Service Pack-
ages, and Services Tariffs. 

4. Results
“Family Physician Program” was established in 2005 by 

the Iranian public health sector with the aim of improv-
ing equity, access, quality and efficiency of health servic-
es. At the beginning, this program covered villages and 
cities with populations less than 20000, but recently it’s 
implemented in the cities with 50000 populations. Gen-
eral physicians are in the core of family physician team. 
According to the experiences from the existing methods 
of payment to health service providers, and in order to 
minimize the problems and design an effective pay-
ment mechanism, “Mixed Payment Method” is used in 
this program. In the mixed payment method, capitation 
fee, fixed monthly salary, deductibles, franchises, perfor-
mance based payments, and even bounces (as an incen-
tive payment) are used simultaneously.

Main portion of program’s payments is based on per 
capita budget that is allocated to the populations that 
covered by this program. The government pays per cap-
ita budget to Medical Services Insurance Organization, 
which is a public insurance company. Then, insurance 
company holds contract with Medical Universities as 
service provider and they are responsible of providing 
determined services to the target population. All medical 
universities are public too. Based on an annual contract, 

medical universities pay fixed monthly salaries to the 
physicians and other health workforces that are involved 
in the program. On the other hand, the performance 
evaluation of general physician is effective in increasing 
the amount of payment. With continuous optimum per-
formance, Payment can be even higher than the contract 
ceiling as an incentive payment.

In addition, a few percentages of some services' costs 
(including diagnostic tests, some prescriptions, and etc) 
are paid by patients as a deductible. Finally, insurance 
company pays a few percentages of some services' costs 
to the team’s professionals. Figure 1 shows the financing 
process of family physician Program in Iran in a brief 
overview. 

Figure 1. Financing Process of Family Physician in Iran

5. Discussion
Increasing costs of health care are forcing purchasers to 

demand more efficient care and meanwhile improving 
quality of health care has received many attentions (10). 
Method of payment for health services can affect the effi-
ciency and quality of health care services to a large extent 
(11). Therefore success of a new health program is greatly 
dependent to the proper method of payment to health 
service providers (12).

Mixed Payment Method has the potential of using the 
benefits of each payment methods, and minimizing 
their defects. It also has the risk of encountering the de-
fects of all payment mechanisms (9). In Iran, using mixed 
payment mechanism in the family physician program 
as a new financial arrangement has many advantages. 
Monthly regular salaries that based on per capita bud-
gets, has reduced the provider induced demand (13), 
while it’s a big problem in the Fee-for-Service (FFS) meth-
od (5). Although this method can provide financial as-
surance for employees (14) like the FFS method (10), the 
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regular salaries may reduce incentive for improving the 
quality of services (8).

As a result of creating and increasing financial incen-
tives for physicians, performance based payments and 
bounces increase the quality of services (15), so it can  
somewhat resolve the problem of salary method (2). 
Improvement of health care performance and quality 
could be incentivized by using the compensation strate-
gies that change behavior of health care providers (16). 
Performance based payments is largely dependent to the 
accurate metrics used for measurement of performance 
(17). It seems that criteria for measuring the performance 
of family physician team in Iran are created properly, but 
accuracy of the assessment process is still controversial. 
Limiting costs of the program, per capita payments can in-
crease efficiency of the program (9); also, many fiscal prob-
lems of program can be solved by ensuring availability of 
financial resources (9). In spite of considerable advantages 
of this method, there are some Constraints meeting the ex-
pectations of quality service delivery (18).

Deductible which is a kind of Out of Pocket payment has 
a little share in the program’s payments. Low amount of 
out of pocket, protects families from catastrophic health 
expenditures (19). It also reduces people's unreal demands 
for additional services (13).  On the one hand, by limiting 
the consumer-induced demands and on the other hand 
by limiting the accessibility of services and with the risk 
of undermining equity in health, out of pocket payments 
act as a “Double-edged sword” (20). It should be noted that 
although the family physician program in Iran and its fi-
nancing system have some defects (21), but as a reforming 
mechanism, this new method of payment opens new hori-
zons in front of Iranian health system (22).In addition, by 
new reforms which their evidences derived from further 
researches, problems of this program can be reduced. So 
for drawing a general conclusion, more comprehensive 
studies on payment methods considering the national con-
textual factors could be helpful.
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