Journal of Health Administration
https://jha.iums.ac.ir/

Iran U;rﬁversity of
Medical Sciences

Original article
Requirements for implementation of Diagnostic Related Groups
(DRG) plan in Iran: a qualitative study

Heshmatollah Asadi*"=", Pirhossein Kolivand!, Ali Ahangar! , Mehdi Khakian?, Azam Dostiari®, Reza Beheshti**
!Department of Health Economics, Shahed University, Tehran, Iran.

2Health Management and Economics Research Center, Health Management Research Institute, Iran University of Medical
Sciences, Tehran, Iran.

3Secretary, Ministry of Education, Tehran, Iran.

4employee, Ministry of Health, Tehran, Iran.

........................... e s s

ARTICLE INFO iABSTRACT

1
Corresponding Author: :Introduction: Policymakers in each country must decide on the financing and payment
Reza Beheshti i system for healthcare. In addition to increasing efficiency and effectiveness, this system
e-mail addresses: ishould reduce individuals’ out-of-pocket payments. One such system that has shown

rezabeheshti3g85@gmail.com i positive results globally is Diagnostic Related Groups (DRG). This study aims to identify
I'the requirements for the implementation of DRG in Iran.

Received: 23/Mar/2024 ! Methods: This research is a qualitative study employing conventional content analysis,
Modified: 13/Jun/2024 ; conducted during 2021-2022. Data were collected through semi-structured interviews. The
Accepted: 19/Jun/2024 i participnats included senior managers with at least five years of experience working in
Published: 14/Dec/2024 i insurance organizations, the budget unit, or medical economics of the Ministry of Health or

:hospitals, as well as faculty members with experience in research related to payment
i methods. The participnats were selected based on specific criteria. After conducting 14

Keywords: i interviews, data saturation was achieved. The data were then analyzed using MAXQDA10
Diagnostic Related Groups i software.

Payment methods, Financing ! Results: The most important requirements for the implementation of DRG in Iran included
Hospital Eregulatory/executive requirements, informing and accompanying stakeholders, technical
Iran jand informational infrastructures, and 10 related sub-themes.

i Conclusion: For the successful implementation of the DRG system in Iran, policymakers
i and health system managers can leverage the experiences of other countries, train healthcare
I'providers, calculate accurate costs, improve the accounting system, provide necessary
Esoftware, develop diagnostic groups, set proportionate tariffs, and strengthen information
iSystems. These steps will help remove implementation obstacles, attract stakeholder
1 cooperation, and prepare the necessary technical and informational infrastructures.

What was already known on this topic:
« The benefits of the prospective payment system of diagnostic related groups (DRG) are much greater than the
retrospective payment system (FFS).
» The DRG system has not yet been implemented in Iran.

What this study adds to our knowledge:
 The requirements for implementing a DRG payment system are almost the same in all countries.
« Health care providers have little information about the DRG payment system.
 The successful implementation of the DRG system in Iran depends on the collective will of health policymakers.

Copyright: © 2024 The Author(s); Published by Iran University of Medical Sciences. This is an open-access article distributed under the terms
of the Creative Commons Attribution-NonCommercial 4.0 International License (CC BY-NC 4.0) (https://creativecommons.org/licenses/by-
nc/4.0/), which permits any non-commercial use, sharing, distribution and reproduction in any medium or format, as long as the original
author(s) and the source are appropriatly cited.

85 Journal of Health Administration 2024;27(1):85-98.


https://orcid.org/0000-0003-3286-7330

Requirements for implementation of DRG plan in Iran

Heshmatollah Asadi et al.

Extended Abstract

Introduction

The escalating costs of healthcare are causing
public dissatisfaction and, by straining insurance
resources, leading to reduced services. This results
not only in a decline in the overall health of the
community but also in increased out-of-pocket
payments and greater poverty. The World Health
Organization defines a health system as
encompassing all activities with the primary goal of
promoting, restoring, or maintaining health. It
highlights three main objectives and four functions,
one of which is financing and reimbursement
systems [1].

Hospitals, as the largest and most expensive
operational units within the healthcare system, are
particularly significant [2]. While in developed
countries hospital expenses do not exceed 41% of
the health sector budget, in developing countries this
figure ranges from 51% to 81% [3]. Additionally,
healthcare expenditure as a share of GDP is over
10% in high-income countries, around 7.5% in
middle-income countries, and approximately 3.8%
in low-income countries [4]. In Iran, this indicator
fluctuated between 4.5% and 5.9% from 2008 to
2017 [5].

Research indicates that one of the primary causes
of middle-class citizens falling below the poverty
line is catastrophic healthcare costs, particularly at
the hospital level [6]. Therefore, each country must
decide on a financing strategy, determining the mix
of methods to fund its health system, how these
funds should be distributed among organizations,
and the amount to be allocated [1].

In Iran, public hospital financing primarily relies
on government funds, payments by insurance
organizations, and direct payments by service
recipients [7]. A component of financing, the
reimbursement system, is a method for allocating
resources from the purchaser (insurer, government,
etc.) to the provider (medical center, physician, etc.).
Different payment systems create various incentives
for patients, providers, and purchasers [8]. Current
global payment methods include fee-for-service
(FFS), salary, capitation, pay-for-performance
(PFP), and others, each with strengths and
weaknesses impacting service providers and
purchasers [9].

Capitation means payments are based on the
number of visitors to medical centers, effectively
paying for patient visits regardless of treatment
outcomes. Fee-for-service for each service might
enhance service quality but also increase costs
(potential for induced demand). Salaries provide a

continuous method for compensating health workers
and specialists, reducing the link between physician
income and the type of services offered, which can
impact service quality. PFP involves payments
based on the achievements of service providers
(according to indicators). Health systems in various
countries have implemented diverse payment
method [10].

Reinhard Busse and colleagues, after a systematic
review, found significant variation in health systems
and argued that countries could better improve their
systems by learning from each other [11]. Another
emerging payment system is Diagnostic Related
Groups (DRGS). In the 1970s, inflation in the United
States, including in the health sector, prompted
health policymakers to adopt a new payment system
to prevent Medicare (a U.S. health and insurance
system) from bankruptcy. Analysts and academics
studied and successfully tested this system in New
Jersey. Before October 1, 1983, when DRGs were
implemented in the U.S., the country used a
retrospective FFS payment system. Since then,
DRGs have become the basis for hospital payments
worldwide [12,13]

The DRG system is a patient classification system
with four main characteristics: 1) it regularly
collects patient discharge information (usually
related to the patient, treatment, and provider
characteristics); 2) classifies them into a manageable
number of groups; 3) these groups are clinically
similar; 4) they are also homogeneous in terms of
costs [14]. In this forward-looking payment method,
payment amounts are predetermined and
independent of the service provider's costs. Facilities
that provide services beyond what is forecasted in
the DRG for their patients will suffer compared to
those with fewer services [15].

The benefits of DRGs include increased
transparency, as it categorizes a large number of
hospital patients into a manageable number of
clinically specific and economically homogeneous
groups. Studies show that DRGs generally help
increase hospital efficiency by reducing the average
length of stay. Diagnostic Related Groups enable
comparisons that otherwise would not be possible by
defining "hospital products [11].

Evidence suggests that applying this payment
system in electronic visits can enhance payment
transparency and encourage healthcare providers,
especially physicians, to offer services in electronic
visits [16]. Reported benefits of this reimbursement
system in hospital settings include increased
transparency, effective care provision, cost control,

86

Journal of Health Administration 2024;27(1):85-98.



Requirements for implementation of DRG plan in Iran

Heshmatollah Asadi et al.

and improved care quality [17]. In Iran, public
hospital budgets are annually allocated, with one
major flaw being inefficiency attributed to weak
management systems [18]. Another shortcoming is
the lack of standardized data sets for information
collection [19]. The hospital rating system in Iran
has significantly raised national standards, but it has
also led to a range of adverse outcomes,
necessitating system reform to reduce these effects
[20].

Therefore, given the rapid increase in healthcare
costs, reforming health insurance payments has
become essential. One of the major causes of the
inefficiency of the national health insurance system
is the lack of precise attention by officials and
policymakers to design appropriate insurance
mechanisms considering the country's conditions
(economic, social, demographic, and ultimately
disease patterns and epidemiology) [6].

Given these shortcomings and the need for
system reform, and considering the positive results
of the DRG system in many countries worldwide,
this qualitative research aimed to identify the
requirements for implementing this system in Iran to

Table 1. demographic characteristics of the interviewees

assist health policymakers in making optimal
decisions regarding health  financing and
expenditure, and addressing existing barriers.
Methods

The current research is a qualitative study
employing conventional content analysis, conducted
during 2021-2022[21]. The participants included
experts from the Ministry of Health and insurance
policymakers, and faculty members, each with at
least five years of relevant work experience and
research experience, such as authoring at least one
book or article related to diagnostic groups and
payment methods. Purposeful non-random sampling
based on specific criteria was used and continued
until data saturation was achieved. Data were
collected through interviews and analyzed using
MAXQDA 10 software.

Results

Most of the participants were male, held degrees
in health economics, possessed doctoral degrees,
had more than 15 years of work experience, and
were faculty members (Table 1).

Variable No. Percentage
Gender male 12 86
Female 2 14
Field of Study Health economics 6 43
Health policy 3 21
Healthcare Services Management 2 14
Health Information Management 2 14
Medicine 1 7
Degree PhD 12 86
MS 2 14
Experience 5-9 years 3 21
10-14 Years 3 21
>15 years 8 57
The last Chief director at the ministry of health 3 21
organizational Vice chancellor of the university 2 14
position Faculty member 7 50
Chief insurance manager 2 14
Total 100

Table 2. Requirements for the implementation of diagnostic related groups (DRG) in Iran

Theme Sub-theme

Regulatory/executive

Establishment of an independent organization in charge of implementation

requirements

Detailed study phase

Legal approvals

Requirements related to informing

Identification and analysis of key stakeholders

and accompanying stakeholders

Comprehensive training of stakeholders

Requirements related to technical Accurate costing

infrastructure

Providing software

Providing diagnostic groups

Requirements related to

Reforming the information registration system

information infrastructure

Strengthening the information system

main topics: regulatory/executive requirements,
informing and accompanying stakeholders, and

technical infrastructure and information
infrastructures, which are described as follows.
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Requirements related to regulatory/executive
activities: Based on the findings, these requirements
included three sub-themes.

A) Establishment of an independent organization
in charge of implementation: One of the
requirements for the implementation of the DRG
system in Iran, as mentioned by the participants, was
the establishment of an independent organization at
the time of implementation. In this regard, one of the
participants stated: “My personal opinion is that we
need to establish an organization for this matter,
which is actually an intermediary between insurers
and the ministry of health and healthcare providers”
(P.7).

B). Strong study phase: Our study indicates that
the successful implementation of DRG requires a
strong study phase. One participant noted: “In my
opinion, in order to implement the DRG system in
the country, a vision of the implementation of the
DRG system in other countries was left for the
executives. This familiarization of people with this
system and seeing its advantages and disadvantages
will help some people to get a broader view and get
out of this closed thinking, and this training is
definitely necessary for them” (P.13).

C) Legal approvals: Some participants believes
that reforming the payment methods of the health
system requires legal support: “Suppose we want to
implement the DRG, for example, we have been able
to figure out its costs and group it. I mean, we have
this package and now we want to implement it, what
does it need? legal supports” (P.13).

Requirements related to informing and
accompanying stakeholders: Based on the
findings, these requirements included two sub-
themes: identification and analysis of key
stakeholders, and their comprehensive training.

A). Identification and analysis of key
stakeholders: The participants believed that the first
step should be to identify all stakeholders who are
influential and affected by the implementation of the
DRG system. One participant stated: “Let me tell
you very generally, we do not have any problems for
establishing the DRG system except the analysis of
the stakeholders, that is, we do not know what to do
with them” (P11).

B). Comprehensive training of stakeholders:
According to some participants, the knowledge and
awareness of some stakeholders about DRG is weak.
One participant noted: “We have to create a culture,
that is, if they tell me that implement this stem from
tomorrow, | will start building a culture from this
very day, justification for the whole company, that
is, from the macro level to the sub-groups” (P.5).

Requirements related to technical
infrastructure: These requirements included three
following sub-themes.

A) Accurate costing: An important issue in DRG
is how to calculate costs. Accurate costing includes

two sub-categories: reforming the current
accounting system in hospitals and producing
accurate financial data. One participant mentioned:
“Let’s move forward, that is, after you installed the
DRG, some changes should happen in the hospital
accounting system. The most difficult thing that will
happen for this implementation is the calculation of
the total price” (P.6).

B) Providing software: Countries that intend to
implement DRG must either have the knowledge
and ability to produce software themselves or must
purchase and localize it from a country with the
capability. This sub-theme includes three sub-
categories: buying, designing, and localizing it.

C) Provision of diagnostic groups: A grouping is
needed for the implementation of DRG. Providing
diagnostic groups includes two sub-categories:
compilation and tariffing.

Requirements related to information
infrastructures: Based on the findings, these
requirements included two sub-themes.

A) Reforming and changing the information
registration system: One of the requirements
emphasized by the participants was the need to
change existing information systems and modify the
registration and documentation system.

B) Strengthening the information systems:
According to the participants, one of the
prerequisites for the implementation of DRG in Iran
is to strengthen the information systems. “In the
discussion of DRG, those cost weights can be
analyzed, so a cost information registration system
and a clinical information system must definitely
exist” (P.23).

Discussion

Our study showed that the requirements for the
implementation of DRG in Iran encompass four
main topics: regulatory/executive requirements,
informing and accompanying  stakeholders,
technical infrastructure,  and information
infrastructure, which are discussed below.

To address the administrative challenges of
implementing the DRG system in Iran’s health
system, a strong team of diverse specialties should
be formed, along with the establishment of an
independent organization. By leveraging the
experiences of other countries, efforts should be
made to prepare the necessary guidelines for the
plan[15]. In this regard, Mathauer demonstrated that
DRG-based payment is increasingly used and
applied globally. Therefore, those considering the
implementation of the plan can draw on broader
experiences and make more informed choices. It is
evident that for greater coordination, a strong and
cohesive management team is essential to overcome
the barriers to creating a plan for DRG.

Another requirement for the implementation of
DRG in lIran is related to informing and
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accompanying stakeholders. According to the
results, for the implementation of DRG in the
country, it is crucial to first inform and engage key
and employees of several hospitals in Tehran)
were not familiar with the DRG system, and 50% of
those who claimed familiarity did not know its
correct uses. Increasing the participation and
cooperation of stakeholders in providing the
required information and data will significantly
facilitate the establishment of the system. Since one
of the main challenges of DRG implementation is
the resistance of stakeholders and key individuals, it
is recommended that health service providers be
accompanied by training to address this issue.
Strengthening technical infrastructure is another
requirement for the implementation of DRG in Iran.
For the accurate implementation of this plan, a
robust and precise technical infrastructure is
necessary. The suggestions of the participants
included accurate costing, providing diagnostic
groups, and related software. In a study conducted
by Roszita and colleagues .[23] and colleagues in
Malaysia in 2017, it was stated that the severity of
the disease and the classification of patients into
Casemix groups can be used to estimate costs per
episode of care and as a provider payment tool in
health services. Thus, cost estimates per DRG are
considered important, especially in developing
countries where costing data are still scarce.
Finally, another  requirement for the
implementation of DRG in Iran is related to
information infrastructure. The complete evaluation
of the existing information systems and the use of
information and communication technologies are
vital for the successful provision of efficient,
effective, people-oriented, fair, and high-quality
healthcare services. The participants also
emphasized the need to complete and strengthen the
information infrastructure. In a study conducted by
Devarajet al.[24] on 567 hospitals in the United
States in 2013, the results showed that investment in
information ~ technology  rapidly  improved
performance, enhancing the quality of patient care
and the financial performance of hospitals.
According to the evidence available in Iran and
other countries, and based on the findings of the
current research, the most important requirements
for the implementation of the DRG-based payment
system in Iran include removing administrative
(executive) obstacles, informing and accompanying
stakeholders, and preparing technical and
information infrastructures. Considering that the
DRG payment system has been initiated and
expanded globally for about half a century, with
most countries implementing this system after its
positive results were revealed, and considering the
possibility of removing obstacles, it is suggested that
an organization or committee be established to
oversee the implementation of DRG in the country.

stakeholders to prepare them for the plan and
prevent their opposition In this context, Ghafari et
al.[22] found that 55% of the participants (managers
Additionally, conflict of interest management
guidelines should be explained and communicated.
By leveraging the experiences of other countries and
considering studies on the level of awareness and
familiarity of service providers in Iran’s health
system with DRG, it is feasible to implement this
system. Furthermore, the technical infrastructure of
this payment method, such as accurate costing and
the accounting system in hospitals, also needs to be
modified and improved.
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