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Planning

to fund. In exploring the potential for developing a
formal approach to priority setting in the South
West Area Health Service (SWAHS) in Western
Australia, we carried out a qualitative survey of
senior decision makers. Respondents indicated
that resources were primarily allocated on the
basis of historical patterns. Suggested improve-
ments for priority setting include development of a
Abstract
Due to resource scarcity, health care decision
makers must make choices about  what services

transparent approach to priority setting, better
intra-organisational communication, public input in
the form of identifying social determinants of
health, and having an organisational ‘credible
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commitment’ in planning processes.

As health care resources are limited, decision
makers must make choices about what services
to fund and what not to fund (Auld et al. 2002).
Internationally, various approaches for priority
setting have been utilised at different levels in
the health sector. This includes activity at
national or state levels (Cumming 1994; Blum-
stein 1997), as well as at the level of individual
hospitals (Martin et al. 2003), and more micro-
oriented activity within programs of care or
based on disease-condition groupings (Donald-

son & Farrar 1993; Ruta, Donaldson & Gilray
1996; Carter et al. 2000; Astley & Wake-Dyster
2001; Mielke, Martin & Singer 2003).

However, limited research has been conducted
to date to inform priority setting across programs
at the level of geographically defined health
regions (Menon et al. 2003). It has also been
reported that decision makers within health
regions have limited knowledge of explicit
approaches for priority setting (Lomas, Veenstra
& Woods 1997; Mitton & Donaldson 2002). As a
result, one of the most common forms of priority
setting in health care is simply to allocate
resources on the basis of historical funding pat-
terns with adjustments made in a given year for
demographics or political influence (Miller et al.
1997; Segal & Richardson 1994).

In order to explore the potential for developing a
formal approach to priority setting across major
service areas and communities within the South
West Area Health Service (SWAHS) in Western
Australia, a survey of senior decision makers was
undertaken. The aims of this survey were to obtain
insight into current organisational practices with
respect to priority setting, to identify from decision

What is known about the topic?
There is a growing need for explicit and transparent 
priority setting processes for health care resource 
allocation.
What does this paper add?
Senior managers in WA suggested the need to 
develop an explicit, systematic process for priority 
setting for the health service.
What are the implications for practitioners?
Consideration should be given to identification of 
appropriate mechanisms for effective priority 
setting. Australian decision makers can benefit from 
the priority setting experience of Canada and the 
United Kingdom.
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Planning
makers both strengths and weaknesses of priority
setting activity to date, to determine areas for
improvement, to examine how incentives might
factor into developing a process for setting priori-
ties, and to outline, again from the perspective of
the decision makers, how the public could be best
used to support priority setting in this region.

The rationale for conducting this survey was
twofold: first, previous research in Australia and
Canada has identified the importance of the context
or institutional setting in which priority setting
activity is to occur (Jan, Dommers & Mooney 2003;
Mitton and Donaldson 2003a), suggesting that pri-
ority setting is much more than the technical appli-
cation of a specific framework; second, researchers
in Britain have indicated that priority setting
approaches must be able to fit with ongoing mana-
gerial processes to have merit in practice (Walshe &
Rundall 2001). By examining the views of decision
makers, priority setting processes can cater to the
specific environment and stakeholders, thereby
improving the likelihood of successful uptake of
formal approaches in the long run. As well, the
specific issues of incentives and public involvement
in relation to priority setting have been shown in the
literature to be relevant topics (Jan 2002; Litva et al.
2002), and thus are also explored here.

The primary purpose of this article is to report
on key findings from the survey of decision
makers in the SWAHS. These results should
contribute to a growing body of literature that is
focusing on insight gained from those charged
with making actual funding decisions in health
care (Rosen 2000; Farmer & Chesson 2001;
Mitton & Donaldson 2002). While it is not the
aim of qualitative research to produce generalisa-
ble results (in a statistical sense), it is likely that
the qualitative findings reported here are transfer-
able to other Australian health organisations.

Methods

Context
The SWAHS, one of seven rural health regions in
Western Australia, is responsible for delivering
community and hospital-based services in the

south-western corner of the state. On 1 January
2002, the previous South West Health Board was
abolished, with the Minister for Health assuming
this role. The Minister for Health delegated his
powers and duties in that capacity to the Director
General of Health, with day-to-day management
of the health region provided by the Chief Execu-
tive Officer of the SWAHS. The CEO leads an
Executive Management Group (EMG) of 10
Directors, and a broader group of senior officers,
referred to as Health Service Managers (HSMs),
who each oversee one of 16 communities within
the region. The SWAHS has an annual operating
budget of about A$110 million and serves a
population of about 130 000.

Study design and sample
A qualitative, face-to-face interview consisting
primarily of open-ended questions was used in
this study. An initial letter describing the survey
and requesting participation was sent to EMG
members (n=10) and HSMs (n=16). Interview
dates were then scheduled, and written informed
consent was obtained at the start of each inter-
view. Feedback on the survey was obtained from
the first decision maker interviewed, and adjust-
ments were made accordingly. Interviews were
conducted by the authors during April 2003.

In order to adequately capture the heterogene-
ity in the sample for this qualitative study, an
attempt was made to conduct interviews with all
members of the senior management team (Max-
well 1996). In total, 22 of 27 decision makers
agreed to participate (1 CEO, 8 out of 10 EMG
members, and 13 out of 16 HSMs). Those who
did not participate included two staff members
on leave, two who stated they did not have time,
and one who in the end was deemed not relevant
for the purposes of this survey. Written notes were
made during each interview, and interviews were
audio-taped with permission.

Questions and analysis
Based on the primary aims of the survey outlined
above, the interview schedule (presented in Box
1) comprised nine questions. Responses were
content analysed, with major themes (eg, ‘com-
302 Australian Health Review December 2004 Vol 28 No 3
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munication’) and sub-themes (eg, ‘communica-
tion between managers and community
members’) developed as the findings were
reviewed (Glaser & Strauss 1967). Once reduced
into themes and sub-themes, the data were inter-
preted into meaningful concepts pertaining to
current and desired priority setting practices in
the SWAHS. Key quotes from the decision makers
were recorded to support the concepts reported.

Results
The results are reported in terms of: roles and
current practices, including information drawn
upon in priority setting activities; strengths and
weaknesses; areas for improvement; and barriers
to and incentives for explicit priority setting
practice.

Roles and current practices
The first of two main processes for priority setting
in the SWAHS is allocating resources across the
16 communities. This is mainly the responsibility
of the EMG. The second process is the allocation
of resources within each community across the
various services and programs provided. A type of

‘contract’, called a service level agreement (SLA),
is written between each HSM or EMG member
and the CEO, which provides a service plan for
activities within the given area of responsibility. In
practice, the understanding of priority setting
varied across individuals, as well as between HSM
and EMG members. This variation leads in part to
a discrepancy in relation to defining roles for
priority setting.

Despite transitioning towards a more proactive
approach to setting priorities, based in part on the
SLAs, as a whole, resources are allocated prima-
rily on the basis of historical patterns of spending.
This notion of historical allocation is related to
the concept of entrenchment of services, as illus-
trated with the following quote: “Even though a
lot of what we do may be ineffectual, you dare not
deny anyone who has historically had it.” Before
the relatively recent advent of SLAs, the process of
allocating resources was basically an implicit one,
with over half the respondents stating that they
did not see any formal process for resource
allocation in place.

Decision makers were also asked about the
sources of information used in priority setting
and resource allocation processes. About half the

1 Interview schedule

1 What is your role in terms of setting priorities and allocating resources in the Health Service?

2 What sources of information are currently used in determining short and long-term priorities in your region?

3a 

3b 

What types of information (or data or evidence) would you most want to use in setting priorities and allocating 
resources?
What is the value you see in these pieces of information / how would you use these pieces of information?

4 Once priorities are defined, how are decisions made to divide up the resources across the communities in 
your region (or various services within your community)?

5a
5b

In your opinion, does the current process of setting priorities and allocating resources work well?
What are the strengths and weaknesses of the current process?

6 In your opinion, how could the current process of setting priorities and allocating resources be improved?

7 How has the public been used in priority setting/resource allocation processes in the past?

8a
8b 

Ideally, how would you want the public to be involved in the priority setting/resource allocation process?
What information is important to you to get from the public?

9a 
9b

What barriers do you face in re-allocating resources from one service area to another?
What specific types of incentives, either at an organisational level or personal level, could be put in place that 
might aid in your participating in an explicit priority setting process which has at its core the notion of re-
allocation of resources?
Australian Health Review December 2004 Vol 28 No 3 303



Planning
sample stated that epidemiological information
and public opinion were drawn upon in their
processes, although for the latter this was
reported much more by HSMs (77%) than mem-
bers of the EMG (43%). A number of means are
currently used to access public opinion, as dis-
cussed below. Epidemiological information is
usually obtained from the local population health
unit as well as from the WA Department of
Health.

Other inputs included: information on social
determinants of health such as child care, hous-
ing and employment issues, and socioeconomic
factors; state or federal policy; regional or state
reports; medical opinion; and needs assessments.
There did not appear to be explicit assessment of
whether available resources are used to maximise

health gain, although it is unlikely that such aims
would be met within a historical funding model.

Strengths and weaknesses

Only one respondent unequivocally stated that
priority setting in the SWAHS worked well. Still, a
number of strengths were mentioned by the
respondents, such as the decision makers being
quite knowledgeable about the services provided
and having a strong leader (CEO) with a clear
vision for the health region. Favorable views were
also given on use of a ‘Health Care Framework’*as
well as the plan to develop more formal links with
various community agencies. It was also held that
consistency and transparency of priority setting
was improving with the use of SLAs.

2 Perceived weaknesses in priority setting in the South West Area Health Service

HSMs = Health Service Managers; SLAs = Service Level Agreements; EMG =  Executive Management Group.

Structural Lack of a formal process for priority setting and thus no explicit mechanism with which to shift 
resources
Communication barriers within the organisation (lack of understanding of priority setting processes by 
HSMs, confusion over use of SLAs)
Lack of transparency and accountability for priority setting
Perceived limited role of HSMs in the process (decisions made by the EMG, desire for HSMs to have 
greater input as they feel they know the communities best)
Inappropriate data or lacking sources to support priority setting activity
Lack of management training for HSMs

Attitudinal Reactive nature of health care (crisis mode reigns)
Resistance to change (turf wars, disempowerment with centralisation of decision making at the 
regional level)
Perceived lack of ‘credible commitment’ to decisions made with longer-term gain in mind
Challenges of group dynamics (including trust in such a diversely represented management group 
and role clarification)
Lack of buy-in to regional model (ie, some communities are happy to get more resources but would be 
unwilling to give up resources even if benefit to the region would likely be improved)

External Political influence
Community views (expectation of historical services continuing to be funded and a lack of trust in 
more centralised decision making)
Budgetary constraints and short-term planning cycle

*The Health Care Framework is a model based on health conditions which provides a means of depicting what 
services are provided based on a stratification scheme which is relevant for local decision makers. The framework 
is to be used within the SWAHS as a mapping tool (ie, the ‘as is’ model of activity and expenditure), a planning tool 
(ie, what does the evidence say about efficient allocation in the matrix?), and an investment tool (ie, once 
resources are tracked, how can they be moved around?).
304 Australian Health Review December 2004 Vol 28 No 3
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Three broad categories of weaknesses became
apparent with respect to the current processes of
setting priorities and allocating resources: struc-
tural, attitudinal, and external. These are high-
lighted in Box 2. In relation to external factors,
one respondent remarked: “[Politicians] can’t, in
their own minds, develop a sufficient foresight to
provide for the better improvement of health. It’s
political imperatives which are the immediacy of
resolution to illness.”

Areas for improvement
The most commonly recognised area for improve-
ment related to the need to develop and imple-
ment an explicit approach for priority setting and
resource allocation. This would include articulat-
ing a clear plan and disseminating that plan
throughout the levels of the organisation. The use
of SLAs and the Health Care Framework was seen
to be integral to any plan. Decision makers were
also quick to advocate less political influence in
priority setting and were keen to take a longer-
term view of the budgeting cycle.

Respondents also stated a need for greater
intra-organisational coordination, including
improved communication between the different
levels of management, greater clarity about roles
within the organisation, and improved consist-

ency in processes across the region. In addition,
EMG members in particular commented that
some evidence of a credible commitment by the
organisation to proposed changes, specifically
around innovative ideas and longer-term plan-
ning, would be welcomed. In order to move
towards an explicit approach for priority setting, a
large number of respondents stated that staff
training, including education on health econom-
ics, was required.

Two further areas for improvement were dis-
cussed by the respondents: information needed to
support decision making and public involvement.
Both HSMs and EMG members wanted a greater
reliance on epidemiological information and pop-
ulation health data for setting priorities, and there
was a general consensus that training in using and
interpreting the data would be valuable. A general
theme which also arose was the need for a
practical tool to operationalise the inputs and
move towards applying the information in an
explicit and systematic manner for setting priori-
ties.

Although already used, HSMs in particular
wanted better quality public input and improve-
ment in structures for obtaining this information.
Three main mechanisms for involving the public
were put forward by the respondents, as per Box

3 Mechanisms for involving the public

Health councils Formal bodies set up at the community level to provide input on governance and 
operational issues; equal number of respondents were for and against these councils
Those in favor suggested that the council should include training and the focus should be 
at a non-operational level (ie, focus on strategic planning)
Those against were primarily individuals already entrenched in their communities and had 
strong feedback systems in place, so for them councils would be an additional 
bureaucratic layer

Forums Community meeting where members of the public could voice their opinions and an 
interaction between staff and the community could take place
A large majority of respondents viewed this as a flawed platform for community input due 
to the difficulty of getting a representative cross-section of the population, missing key 
health consumers, and the ease with which forums can be hijacked by special interest 
groups

Informal interaction Includes being on volunteer boards, being visible in the community, interacting with the 
‘constituents’
Informal interaction was seen as a powerful mechanism for involving the public and 
eliciting input
Australian Health Review December 2004 Vol 28 No 3 305
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3. Of these, the one seen to have the greatest
impact was informal interaction. Support for
public input into priority setting was not univer-
sal, however: about 25% of respondents stated
that obtaining public views was not insightful or
logistically possible. It was also widely held that if
the public were to be involved, education on the
reality of resource constraints and the structure of
health care would be a necessary prerequisite.

Barriers and incentives
Although the concept of resource reallocation
seemed to be supported in principle, and imple-
mentation of an explicit, systematic approach to
priority setting was desired, decision makers in
the SWAHS were also quite realistic about the
barriers involved in such activity. The main issue,
and one particularly relevant for rural health
regions, is the notion that in a small town the
hospital is often the main employer, and thus
closing the hospital or embarking on other major
service redesign could have serious social and
economic impact on the community. Reallocation
of staff broadly across communities may not be
possible in many cases as employees are often tied
to the specific community due to family busi-
nesses, such as farming.

Other key barriers cited by respondents
included political interference, from both local
and state governments, the short-sighted budget
planning and election cycles, organisational
dynamics (eg, trust among decision makers) and
the perceived ‘crisis’ mentality that arises in rural
areas every time ‘change’ is discussed. This latter
point was emphasised by one decision maker
who stated: “People feel a lot of ownership
towards services, in smaller communities in par-
ticular, because they’ve either been on boards
historically, they’ve fundraised to get services and/
or equipment or to build buildings . . . the staff
and the service are the community.”

Despite these barriers, most respondents were
willing to accept an explicit process that focused
on reallocation. In fact, the majority either stated
directly or alluded to the fact that if resource
shifts could be shown to improve the health of
the region then support would be given for

proposed redesigns. Seeing a clear vision, having
a plan for achieving the vision, and an under-
standing of how individual managers fit into the
vision were seen as important incentives for
buying into a change process. Community sup-
port and engagement and education both for the
community and for decision makers were also put
forward as important incentives for change.

Discussion

General comments
To our knowledge, this article is the first to
provide perspectives from decision makers on
priority setting and resource allocation processes
for an Australian health organisation, and can be
set alongside previous work in Australia pertain-
ing to the use of economic evaluations in practice
(Ross 1995). In addition, related survey work
outside of Australia has not specifically examined
managerial insight into barriers to undertaking
explicit priority setting and incentives for moving
forward.

At the outset of this research a decision was
made by the SWAHS to examine the potential of
moving towards a more formal process for prior-
ity setting at a broad level across all programs and
communities. As a precursor to this, the survey of
decision makers elicited views on how the current
priority setting processes could be improved, and
also identified potential organisational barriers
and facilitators to using a process which could
involve shifting resources across broad service
areas.

Several interesting issues arose in examining
priority setting with decision makers in the
SWAHS. For example, is the structure and size of
the management group appropriate for a popula-
tion of 130 000, and is funding for the region,
which comes in at less than $1000 per head,
adequate? Further, in determining how best to
move forward with priority setting in the south-
west, funding of seriously resource-intensive treat-
ments would have to be considered among com-
peting claims for the limited budget available.
Finally, decision makers in Australia and elsewhere
306 Australian Health Review December 2004 Vol 28 No 3
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must consider why health organisations so often
continue to fund services that, even by their own
admission, have limited relative value.

Examination of key results
Similar to Canadian and United Kingdom (UK)
health authorities (Miller & Vale 2001; Mitton &
Donaldson 2002), the SWAHS does not have a
formal process of priority setting, instead relying
largely on historical patterns to allocate resources.
This is of concern not only from an economic
perspective, but, as well, bioethicists have clearly
indicated the need for transparent and explicit
approaches for health care priority setting (Gib-
son, Martin & Singer 2002). Views from decision
makers in the SWAHS were in line with this,
articulating a desire for an explicit approach for
priority setting, as well as the need for improved
communication and clarity of roles, particularly
between different levels in the organisation, and a
desire for less political influence in decision
making.

Managers in the SWAHS indicated that the best
way to involve members of the public in priority

setting is through informal interaction. This find-
ing suggests careful consideration is required
before spending resources on developing ‘com-
munity councils’ or other more bureaucratic
mechanisms for deriving public input. Further
research is required in assessing less formal inter-
action for eliciting public input against the use of
more formal approaches found in the literature
(Mullen 1999; Menon et al. 2003). In the
SWAHS, managers were looking for practical
information to assist in planning, such as infor-
mation related to social determinants of health.

Barriers to reallocating resources can be com-
pared with research from Canada which suggests
that explicit priority setting is impacted by organ-
isational barriers and facilitators both before the
implementation of an explicit priority setting
process and before follow-through on resource
allocation recommendations (Mitton & Donald-
son 2003a) (Box 4). A further barrier identified
for the SWAHS was the ‘economics of small
towns’. As is well known, hospitals are a key
economic driver in rural areas and in some ways
stand in the face of shifting from an acute focus to

4 Barriers and facilitators to priority setting*

Priority setting

process
Outputs

Barriers
- no genuine buy-in
- too many other demands
- politics prevents evaluation  
- discontinuity of personnel  

Barriers
- lack of trust between stakeholders
- physicians not on board
- lack of allocation experience  
- vertical budget silos  
- politics trumps evidence based medicine

Facilitators  
- high level champion; strong leadership  
- culture to learn  
- consistent with managerial activity  
- faced with actual decision to be made  
- earmarked resources for process 

Facilitators  
- real decision has to be made 
- culture open to change 
- integrated budgets 
- earmarked resources for follow-up 
- incentives for change  

Inputs

*Adapted from Mitton and Donaldson (2003b)
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genuine community-based service delivery. That
said, just because there is a hospital does not
mean that the focus of care has to be on acute
services. Thus, what is likely to be required is a
paradigm shift in which stakeholders recognise
the changing models to support wellness as
opposed to a focus on curing illness.

In favour of making change happen, the notion
of an organisational ‘credible commitment’ has
been argued to be a key aspect of instituting
explicit priority setting processes in health care
(Jan 2002). If it was reasonably expected that
change would result in improvements to the
health of the region as a whole, managers in the
SWAHS would buy-in to the notion of shifting
resources across program areas and communities.
Development of incentives to support health care
priority setting is an area requiring further study.
In addition, training for both members of the
public and decision makers would appear to be
an important aspect of this, and is supported by
other work from Australia (Peacock 1998).

Where to from here?
The desire for an explicit, systematic process for
priority setting in the SWAHS is clear. While a
detailed road map is beyond the scope of the
current paper, the next step for the SWAHS
would be to examine the insight from the deci-
sion makers and decide whether to adopt an
explicit framework for priority setting. Various
economic and non-economic approaches can be
used to aid in priority setting, such as needs
assessment, core services, and Quality Adjusted
Life Year (QALY) league tables. Each of these have
been criticised, however, and, for the purposes of
priority setting, have had limited success in prac-
tice (Maynard & Bloor 1998, Mitton & Donald-
son 2003b). One approach which has been used
in other Australian health organisations with
some success is a framework known as program
budgeting and marginal analysis (PBMA) (Viney,
Haas & Mooney 1995; Ashton, Cumming &
Devlin 2000; Astley & Wake-Dyster 2001).

In the end, adoption of a formal approach for
priority setting would result in greater transpar-
ency for, and standardisation of, such activity in

the SWAHS. There would also be less likelihood
of political interference due to the explicitness of
the process and an opportunity for public
involvement both in generating criteria or princi-
ples as well as in providing information on
broader determinants. Using SLAs to put forward
options for redesign, and an overarching focus on
resource reallocation across the 16 communities
has the potential to lead to improving population
benefit for resources available. Development of a
longer-term planning cycle for this activity would
also fit well with the desires of decision makers in
the region.

What remains to be seen is how the SWAHS
will indeed move forward. Having detailed
insight through the current survey will enable a
process to be developed that works for those who
ultimately will be making the difficult investment
and disinvestment decisions in this region.

Transferability
This survey was based in a rural health region in
Western Australia from which in-depth reflec-
tions of priority setting were obtained from a
single group of senior decision makers. Some
issues reported are clearly more rural-oriented
than others, or will at least be manifested differ-
ently in urban settings. That said, noting findings
of related survey work in Canada and the UK, a
number of issues raised by decision makers in the
SWAHS do accurately depict practice elsewhere,
such as the reliance on historical patterns for
allocating resources and a desire for greater
explicitness in the priority setting process. As
such, it may be that the insight gained through
this survey will be relevant to other health organ-
isations interested in developing an explicit, sys-
tematic process for setting priorities.

Conclusion
Priority setting is a necessity due to the reality of
resource scarcity. To date, limited work has been
done in the development and implementation of
explicit approaches to priority setting across
major service areas or localities within health
regions. Before development of such a process,
308 Australian Health Review December 2004 Vol 28 No 3
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the literature indicates the importance of examin-
ing the perspective of decision makers. Not only
did the current survey provide a set of informa-
tion based on decision maker insight which can
now be used by the SWAHS for moving forward,
it is also likely that awareness of the need to make
explicit choices increased.

Recognition of existing business planning proc-
esses such as the Health Care Framework and
SLAs, identification of issues to be considered at
the outset of implementing a formal approach to
priority setting, such as communication and the
desire for transparency, and detailed insight into
public involvement and potential barriers to
explicit priority setting all support the merit of
this survey. As the SWAHS moves forward, moni-
toring and evaluation will be required to assess
the short and longer-term impact with respect to
resource allocation decisions and, ultimately,
improvement in health outcomes.
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