A Legislative Perspective on Program Budgeting for Public Health in Gel@bia

functional categories although they might have to re-
port such changes to the governorOs budget ofbce.

With Pscal control centered around object classes,
legislators focused onthe money associated with inputs
and, thus, were likely to ask questions about whether al-
locations for inputs such as personnel, travel, or motor
vehicle purchases were too much or too little. 3* Strate-
gically, this traditional budget allowed legislators to
control aspects of agency activities such as the num-
ber of people employed, or whether an agency con-
tracted out a service or provided it in-house. The prob-
lem with this orientation was that legislators were never
going to know as much as administrators about how
best to deploy resources. The Georgia legislature, like
the majority of states, is part time, ® and the exercise
of object class control leads, often rightly, to charges of
micromanagement. Itcanalsoleadtoverylowlevels of
agency accountability since the information provided
sheds no light on the services the agency is providing
or whether the agency is achieving meaningful results
with the money it receives. While legislators may want
to continue to keep an eye on object classes to make
sure that agencies are not Ohiring too many peopleO or
Ogoing to too many conferences,O using an input ori-
entation as the centerpiece of budgetary information
and control is likely not an effective use of legislative
or administrative resources.

What legislators and elected ofpcials should know
better than many managers are the expectations and
goals of the public about a public service. In addi-
tion, legislators are positioned outside the executive-
administrative relationship and so can provide an ex-
ternal source of accountability and oversight. ® When
Georgia switched to a program budget, the transition
was intended to reorient legislative decision making
toward the goals and objectives that they wanted an
agency to achieve, the application of resources to this
end, and the evaluation of adequate agency progress.
Figure 1 shows the differences in the presentation of the
object class budget for Division of Public Health (DPH)
in state pscal year (SFY) 2005 and the program budget
in SFY 2006.

Developing a Program Structure

What is a program?

The switch to programs requires agencies, the exec-
utive, and the legislature to answer a key question:

For example, in SFY 04, the legislature ordered the Department
of Human Resources to outsource printing forms and brochures.
The $100,000 switch out of a $2.6 billion budget was detailed in
legislative instructions to the agency and formalized through a
shift across object classes (mostly out of personnel and into the
contract services line item).

SFY2005 (accountability at object class level)
® Personnel services

e Regular operating expenses
o Travel

® Motor vehicle purchases

e Equipment

e Real estate rentals

e Per diem and fees

o Contracts

o Computer charges

® Telecommunications
 Special purpose contracts

e Purchase of service contracts
e Grant-in- aid to counties

e Postage

© Medical benefits

SFY2006 (accountability at program level)

e Adolescent health and youth development

e Cancer screening and prevention

o Children with special needs

o Chronic disease reduction—health promotion
o Chronic disease treatment and control

e Emergency preparedness/ bioterrorism

o Epidemiology

o High-risk pregnant women and infants

o Human immunodeficiency virus/ acquired immunodificiency syndrome
e Immunization

o Infant and child health services

e Injury prevention

o Laboratory services

o Refugee health program

o Sexually transmitted diseases treatment and control
® Tobacco use prevention

o Tuberculosis treatment and control

o Vital records

e Women, infants, and children

e Women's health services

FIGURE 1. The change in budgetary accountability from object class

to programs.

OWhat is a program?0O The OtextbookO criterion for
debPning a program in a budget is that it should be

a cluster of activities oriented toward a single objec-
tive or end product. ” Most state debnitions ref3ect this
general orientation. In Georgia, the executive branchOs
Ofbce of Planning and Budget dePnesprogramsas Osys-
tematic sets of activities undertaken to carry out an
agencyOs core business.Gouth Carolina debnes apro-
gramas Osomething an organization does to accomplish
its goals and objectives. Moreover, an activity is de-
Pned as something which consumes resources and pro-
duces a product, service, or outcome.® Texas debnes a
programas a Omethod to achieve goals and objectives.
Formulated from goals and objectives a [program] is
a means of transforming inputs into outputs and ul-
timately outcomes with the best use of resources.C

* This debnition is part of the State strategic planning process,
August 2004.
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FIGURE 3. A decision tree for legislative staff.

collection, public expectations and the outcomes associ-
ated with these public services are distinct. Vital records
are the public service responsible for collection, man-
agement, and distribution of birth and death certib-
cates, as well as record-keeping on marriage, divorce,
terminated pregnancies, and stillbirths. Vital recordsO
outcomes are associated with good customer service in
making these records available to the public as well as
accuracy of record-keeping. In contrast, epidemiology
is concerned with tracking and monitoring diseases,
injuries, and at times population health indicators. The
public might ask that epidemiologists catch early warn-
ing signs of serious outbreaks of communicable dis-
eases and publish reports that guide citizens on health
issues of concern to the population at large. Given pub-
lic health concerns such as severe acute respiratory
syndrome, human immunodepciency virus/acquired
immunodepciency virus, or bird Bu, legislators might
want to add funds to epidemiology and having this

service blended with vital records obscures the rela-
tionship between funding and outcomes.

Ensuring accountability

Combining epidemiology and vital records raises an
important concern for legislators, which is the issue
of control. Control, and the closely associated issue of
accountability, requires that programs be debned so
that the legislators or their staff can monitor, evaluate,
and take action to change expenditures for a partic-
ular public purpose. = If epidemiology is in the same
program as vital records, legislators might allocate ad-
ditional funds to epidemiology but without a specibc
epidemiology program, they have no way of ensuring
that the agency actually spends the funds on epidemi-
ology. Given the DPHOs proposed program structure,
the agency could allocate the epidemiology funds en-
tirely to vital records. Since audit and legal controls are
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associated with the program debnitions, legislators
would have difbculty monitoringthis shift in funds and
then would have little recourse to ensure that this trans-
fer did not happen again.

Of course, a special evaluation could be conducted
to separate out spending on epidemiology and vital
records, butthis effort would require someone knowing
that there might have been a problem in the brst place
and often requires a more expensive external audit. In
sum, a legislator is concerned both about the associa-
tion of resources with a particular result andabout his
or her ability to control or adjust those resources based
on information about results or to ref3ect legislative
priorities.

Georgia is required constitutionally to balance its
budget with the revenue estimate for state funds is-
sued by the governor. Because of the Pnite availability
of dollars, it is also necessary to have programs that are
associated with distinct outcomes so that legislators can
prioritize the needs of the state and fund accordingly.
For example, in a recession, the legislators might still
want to maintain or increase the stateOs epidemiological
capabilities, but because of declining revenues, the Gen-
eral Assembly might feel that the vital records program
needs to become self-sufpcient or should cut costs. This
transition is only legally enforceable through separate
programs.

Relating programs to short-term or intermediate outcomes

The emphasis on distinct outcomes as well as account-
ability and control leads to an emphasis on outcomes
that can be measured and evaluated within a budgetary

cycle. Here, the concepts of Oshort-term, intermedi-
ate, and long-term outcomesO are particularly useful.
Short-term and intermediate outcomes are ones over
which an agency is likely to have more direct con-

trol and are often easier to measure in a budget cy-
cle, whereas long-term outcomes are more difbcult to
measure and may not be within a particular programOs
control.*?

When Georgia legislators meet each January for their
session, they look attwo budgets: one that adjusts funds
for the remainder of the Pscal year (which ends June 30)
and the budget for the next bscal year. In effect, they
prioritize funding for 18 months at a time. Debning
programs so that they are associated with short-term to
intermediate outcomes allows the General Assembly to
monitor progress toward their goals at the beginning of
each session.

For instance, GeorgiaOs DPH might claim that their
most important outcome is to improve the health
of Georgians, and to some degree their program
Ochronic disease prevention and health promotionO (in
Figure 2) had this sort of broad-based outcome, but this

outcome might take years to accomplish, is dependent
on a variety of external factors, and encompasses al-
most every aspect of public health funding. Legislators
are interested in long-term outcomes, but more useful
measures for legislative oversight and annual appropri-
ations are short-term or intermediate outcomes (or even
outputs) thatindicate progress toward achieving longer
term outcomes. Although the actual program structure
developed represents a compromise, if the state were
to truly show the relationship between state funds and
outcomes, these programs would need to be allocated
with even greater detail. For instance, it would be use-
ful to see in the budget how much is being spent on
teen pregnancy prevention and associated short-term
outcomes such as demonstrated changes in attitudes
toward teen pregnancy.

This legislative focus on clearly debPned short-term
or intermediate outcomes as well as the concern about
accountability and control was one of the primary rea-
sons that the legislative program designations did not
align with the OTen Essential Services.O This frame-
work, in its current form, debnes services so broadly
that legislative staff could not Pgure out how to use it to
hold the agency accountable for distinct purposes and
outcomes. For example, the program Oinform, educate
and empower people about health issuesO could apply
to a range of public health services, including ones as
diverse as cancer screening, family planning, or emer-
gency preparedness. This vagueness made it difpcult to
understand what the program was supposed to accom-
plish in the near term and how the state could budget
to these ends. The difbculty associated with classifying
funds by the Ten Essential Services has been observed
in other contexts.?*

In contrast, the programs in the Georgia budget more
closely aligned with program categories used by the
NASBO which are easier to associate with discrete ser-
vices, but even here some categories were too general.
Looking at Figure 2, the state DPH divided the NASBO
category of Oprevention of epidemics and the spread
of diseaseO into three distinct programs. The General
Assembly divided it into bve programs. For instance,
legislators wanted to see the association of resources
with the agencyOs progress in areas such as immuniza-
tion and food establishment inspectionsNboth fairly
distinct services and sets of outcomes.

Support services

A separate issue related to outcomes occurs when a
program is a support service rather than a Ocore busi-
ness.O Best practices in cost accounting generally rec-
ommend fully allocating all costs to the Ocore businessO
programs.®® An example in the public health budget
was the original identibcation of laboratory services
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as a distinct program. The public health laboratories
provide routine testing such as newborn screening as
well as public health emergency services such as as-
sessing the spread of disease in epidemics. Although
its services are critical to public health, laboratory ser-
vices do not have public policy outcomes independent
of other programs. As a result, the DPH recommended
(and the General Assembly agreed) that the funds for
laboratory services should be allocated to the various
programs that utilize laboratory services. In effect, these
programs will OpurchaseO services from the internal
service center. This change is primarily an accounting
and budgetary shift; the facilities that provide labora-
tory services will still function as before.

Practical considerations

Despite the legislatorsO desire to focus on clear associa-
tions between resources and outcomes, as well as con-
trol and accountability, program depPnitions often have
to be tempered by a realistic understanding of agency
operations, intergovernmental grant requirements, and
cost accounting problems as well as legal constraints on
the separation or aggregation of funds. A further con-
sideration is whether an agency (or the state) has the
Pnancial information systems to divide funding along
different dimensions.

A particular dilemma in public health was the cost
associated with disaggregating existing programs into
smaller units, which raised issues of cost account-
ing, discontinuities between existing organizational ar-
rangements, and program depPnitions, as well as legisla-
tive concerns over having too many small programs to
track in the budget. In the end, a number of programs
were left in more highly aggregated form because of
these practical considerations.

For instance, injury prevention was initially bro-
ken out of the large chronic disease prevention and
health promotion program with the idea that prevent-
ing injuries was a discrete set of activities and had out-
comes that differed from the variety of infant, adult,
and adolescent health promotion and treatment ac-
tivities also in the program. However, to truly cap-
ture the resource-product/service-outcome relation-
ships, the budget would have had to disaggregate in-
jury prevention into its component parts since the short-
term and intermediate outcomes of interest were really
associated with programs such as suicide prevention
and child and automobile safety. Yet, injury preven-
tion only had a total budget of around $400,000 in state
funds, in a budget of more than $18 billion, and disag-
gregation would both create highly fragmented fund-
ing streams for the agency and clutter the legislative
budget with very small programs.

Duplication of purposes and outcomes

A consideration in clustering activities into programs is
also the organizational OhomeO of a program. Although
program budgeting helps budgeters identify duplica-
tion and overlap in services, sometimes there are trade-
offs in combining programs. For instance, Emergency
Preparedness is located in the DPH, but other emer-
gency response activities are located in the GovernorOs
Ofpce of Homeland Security and the Georgia Emer-
gency Management Agency. These programs collabo-
rate in many ways, and it might be cost benepcial to
group them under a single agency as a single program.
Aggregating these programs would also make a single
agency accountable for results. In the end, legislative
staff left these separate since combining government
services may also create managerial problems, such
as loss of specialized knowledge and organizational
confusion.

Political and strategic considerations

While the policy-based and pragmatic considerations
form the core of the debate over program structure, a
number of practical and political considerations inf3u-
enced the bnal program structure of the DPH as well.
Part of the political dynamic was whether the legisla-
tors were willing to expend political capital on a bght
with the agency and the governor over program struc-
ture. There were also different agendas in each cham-
ber of the legislature. The political dynamic is evident
in the program Oadolescent and adult health promo-
tion.O The Senate staff initially proposed that this pro-
gram included a number of distinct outcomes and thus
should be disaggregated. Domestic violence prevention
and stroke and heart attack prevention, for example,
would have different outcomes during a budget cycle.
However, in an agreement with the House, the legisla-
ture created a Ocatch-allO program for adult health pro-
motion activities. Legislative willingness to demand a
more rebned program structure was infuenced both
by the political salience of particular policy issue and
by their relationship with agency staff. If legislators
trust that the agency will use funds in line with legisla-
tive intent, then they are more likely to accommodate
broader program designations. In contrast, legislators
might make a point of trying to designate programs
carefully and specibcally if they are concerned about a
diversion of resources or poor management.

Another important consideration is whether a pro-
gram is Oshort termO versus ongoing. A problem in
other places in the budget has been that short-term
programs intended to address a specibc problem Ovan-
ishedO into the base budget even though their purposes
had been achieved. An important way to prevent the
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loss of a program into the base is to specibcally desig-
nate it in the budget. Although not currently an issue
in the public health budget, an emergency fund for an
epidemic might be an example of a short-term program
that should be Ode-fundedO once the program purposes
have been achieved.

Finally, program budgeting operates on the philos-
ophy that an agency is responsible for determining
the methodof accomplishing the goals of the program;
however, there will always be a tug and pull between
the different branches of government. Legislators may
choose to dictate specibc policy methods as well as pol-
icy directionNincluding the providers, prices, or activi-
ties. This can be done for political reasons, previous mis-
management by the agency, or adisagreement about the
best method to achieve the desired outcomes. It can also
be done to increase the comfort with monitoring agency
activities. Ideally, in so far as the legislators intervene in
the details of management, legislators should also as-
sume greater responsibility for results. A good example
is the legislature dictating that a particular provider be
used to produce a particular output. If the agency as-
serts that that particular provider is not the best choice,
then the legislature should assume the responsibility
for any negative results.

Conclusion

This article describes some of the criteria used by leg-
islative staff to develop the DPHOs program structure,
and the decision tree shown in Figure 3 summarizes the
process. Program debnitions for budgeting purposes
are founded on ideas about linkages between resources
and results, but they must also accommodate concerns
about clarity of resource-result relationships, account-
ability and control, practical problems, as well as polit-
ical and strategic concerns. These legislative considera-
tions lead legislative budgeters away from very broad
programmatic frameworks such as the OTen Essential
ServicesO and toward more concrete debnitions of pro-
grams based on the specibc strategies.
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