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Resource Constraints and Choices

• Limited resources require policymakers to make choices

• Many demands for more resources
– Nearly all Departments ask for more resources (more staff, more money) at the 

National Health Forum/ Joint Annual Performance Review

• Not realistic to expect that all these demands will be met
– Whatever money is available should be spent for the biggest impact (health 

outcomes, strategic objectives)

Setting priorities means making choices

• Identify the options or alternatives available

• Know the priorities within the existing budget as well as for new funds



What is the problem? 

Inertial ad hoc resource allocation with great opportunity cost for 
health.

Pile-up of low-cost, high value technologies and interventions known to 
be cost-effective, not at scale.

Wasteful spending on known ineffective interventions despite scarce 
resources.

Inappropriate use of experimental drugs and devices.

Inequitable access to services and technologies driven by vested 
interests.

Quality and outcomes suffer especially as coverage expands under 
Universal Health Coverage (UHC)



Priority setting and opportunity costs 

“ The challenge lies in arriving at 
fair decisions which properly 
balance competing needs. Being 
aware of the consequences, or 
the opportunity costs, of 
different options is crucial to 
this process. What is funded 
and what is not funded are 
different sides of the same coin 
and cannot be separated”

- NHS confederation

http://www.nhsconfed.org/~/media/Confederation/Files/Publications/Documents/Priority%20setting%20an%20overview.pdf
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A tool for priority setting in health: economic evaluation

“... the comparative analysis of alternative courses 

of action in terms of both their costs and 

consequences.” Drummond, Stoddart & Torrance, 1987

New treatment

Current treatment

Costs
value of extra 

resources used (loss to 
other patients)

Consequences

value of

health gain for this 

patient group

Analysis should be conducted separately for each subgroup of patients.
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Cost-effectiveness of 108 health interventions evaluated in 

DCP2

Cost-effectiveness of HIV/AIDS interventions 

(DALYs per $1,000)

For a given budget, there are large differences in obtainable health 

impact 
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Surgical treatment …

Antiretroviral therapy

Prevention of…

Condom distribution

Education for high…

Source: DCP2, www.dcp2.org



This limit is imposed by 
the constrained health 
care budget

New 
Technology

Cost USD: 5,000/QALY

Technologies that will 
be displaced offered 

less “value for money”. 
The benefit gain from 
the new treatment is 

greater than the 
benefit foregone

New health 
technology with 

a cost-
effectiveness 
ratio of U$D 
25,000/QALY

Is the benefit gain from the new 
treatment greater than the 
benefit foregone through 

displacement?

No. Displaced technologies 
offered better “value for 

money” (the healthcare system 
loses “health” and efficiency

Cost-saving (e.g. polio-
Sabin vaccine)

Very cost-effective (e.g. 
U$D 1,000 per QAL)

Relatively good cost-
effectiveness (e.g. U$D 
5,000 per QALY)

Cost-effective  (e.g. U$D 
7,500 per QALY)

Cost-effective (but at 
the limit, e.g. U$D 8,000 
or 10,000 per QALY)
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But…economic evaluation is only one aspect of the ‘answer’

Politics and political economy mean that the ’right’ 
decisions don’t always get made or implemented

– Interest groups – pharma industry, professional medical 
associations, patient groups…

– Voting models – e.g. appealing to the ‘median voter’

– Decentralisation – federal/state government; contracting 
out to NGOs

Underlines the importance of having a robust, 
principled processes that consider such constraints

Source: Hauck, K., & Smith, P. (2015) The politics of priority-setting in health: A political 
economy perspective
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What about ethical considerations?

Ethics in priority-setting refers to theories, 
principles, and norms that seek to inform 
behavior and decision-making in support of: 

– doing what is right and good

– promoting wellbeing and human flourishing

– avoiding, eliminating, and minimizing harms

– promoting justice and fair distribution of benefits 
and burdens across a society
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Ethical Considerations for Priority Setting

• Promoting Equity: fairly distributing goods, 
resources, opportunities, costs, and burdens 
across the population; addressing systematic 
disadvantages and disparities in health

Note: Equity ≠ Equality

• In some cases, equity requires 
equal allocations or ensuring 
equal access 

• In other cases, distributions that 
favor certain groups are more 
equitable, e.g. allocating resources 
to address disadvantage, serious 
medical need, etc. 

Source: Krubiner, C. (2015)
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Other Ethical Considerations for Priority Setting

• Using Resources Efficiently: high value for money investments to advance population health 
and promote greater health gains; avoiding morally problematic opportunity costs 

• Accounting for Individual-Level Benefits and Harms: assessing how priority setting decisions 
may impact the wellbeing of those directly affected by decisions and avoiding/minimizing 
potential associated harms 

• Respecting Patients and Preserving Dignity: enabling autonomous choices of individuals; 
eliminating forms of disrespectful treatment and discrimination; reducing stigma; preserving 
human dignity

• Respecting Clinician Judgment: allowing providers reasonable autonomy to determine the 
course of care that best suits their individual patients’ needs

• Evidence-Informed Decision-Making and Contribution to Health Systems Knowledge: using 
existing data and evidence to support sound policy decisions; investing in the generation of 
new information to support future decision-making

• Fair Processes: transparent and participatory processes that: solicit public values; respond to 
population needs; and are perceived as a fair and legitimate

Source: Krubiner, C. (2015)
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Capturing Multiple Considerations and Visualizing Tradeoffs

Individual Wellbeing
How important is this service to the 
individual wellbeing of those who 
need it? How severe are the 
consequences of not providing the 
service?

Population Health 
Impact
What is magnitude of impact on 
public health?

Social Value
How does this rank on 
expressed public 
preferences? Is 
demand high?

Equity
How well does this 
address health 
disparities and the 
needs of the 
disadvantaged?

Affordability
How well does this fit with 
budgetary considerations 
and constraints? 

Political Feasibility
How likely to have support from 
important political actors?

Supply Side Capacity
How prepared is the supply side to 
deliver on the programmatic 
feature of the package?

Low High

Efficiency
How efficient or cost-effective 
is the intervention?

Financial Protection
How well does this reduce 
catastrophic health 
expenditures? How well does it 
reduce OOP?

Respecting Patients & 
Preserving Dignity
How much does covering 
this service contribute to 
meaningful self-
determination interests, 
reducing stigma, and 
enhancing dignity?

Source: Krubiner, C. (2015)
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Source: Krubiner, C. (2015)
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Benefits Should be Designed to Promote Health 
System Objectives

ALLOCATIVE 

EFFICIENCY 

Cost-effective mix of 

publicly funded services 

to maximize health gain 

across a population.

EQUITY

Bring benefit use in line 

with need, across the 

population. 

Harmonization of 

entitlements and 

effective coverage.

FINANCIAL PROTECTION

Cover/subsidize 

services which best 

protect patients against 

catastrophic expenses 

when accessing health 

services.

TRANSPARENCY

Ensure the population 

clearly understand their 

entitlements and 

obligations. Contributes 

to citizen satisfaction.



Let us work to ensure the

from coverage to effective coverage

health and future

from spending to value-for-money

of all Indonesians
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