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or optimal effectiveness, assessments of public health

agency and system performance should include analysis

to measure the amount of financial resources consumed
to achieve performance levels. This pilot study was conducted to
test a methodology in a state health department for comparing
financial resources consumed to performance scores in each of
the 10 Essential Public Health Services categories. An additional
feature was to quantify the percentage of total agency
expenditures utilized for administrative functions as well. The
allocation of all fiscal year 2004 expenditures to the 10 Essential
Public Health Services and administration categories was based
on assessments of employee job functions and scope of services
performed under agency contracts. Performance scores were
obtained through a 2-month process of completing
self-assessment surveys with system partners using the National
Public Health Performance Standards Program Assessment
Instrument. Investigators found no clear consistency between
performance scores and agency expenditure levels. Two
categories, essential service 5 (develop policies and plans) and
essential service 10 (research), did have low performance and
low expenditure levels. Overall though, categories with high
performance scores consumed low percentages of agency
expenditures and expenditure patterns were relatively high in
categories with low performance scores. The study did quantify
that the percentage of expenditures in the administration
category was low compared to previous studies in other health
departments. This knowledge was particularly useful for
informing policymakers.
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Policies such as the Government Performance and
Responsibility Act were implemented to advance con-
cepts for linking funding to performance. However,
funding is typically provided for governmental ser-
vices based on organization mission,! and not neces-
sarily on past financial or operational performance.
Allocations for preparedness provide an excellent
illustration. These funding flows are difficult to
trace, and performance metrics have not been well
defined.?

Efforts to measure system performance when fulfill-
ing the public health mission have advanced through
the National Public Health Performance Standards Pro-
gram (NPHPSP). Performance standards are used to
determine system capacity to deliver the 10 Essential
Public Health Services (essential services). These ser-
vices describe the functions performed in public health
when satisfying its mission of ensuring conditions in
which the population can be healthy.?

Finance has also been noted as a major indicator
when measuring system performance.* Examinations
to simultaneously measure performance in each of the
10 essential services and the resources consumed to
achieve desired results are powerful analytical tools.
Such analysis can be beneficial for (1) describing ex-
penditure patterns, (2) examining funding alignments
with organizational mission, and (3) prioritizing and
realigning funding allocations.

This study was developed with technical assistance from Shondra Johnson, Man-
agement Analyst, with the Missouri Department of Health and Senior Services
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©® Study Purpose

In 2004, the Missouri Department of Health and Senior
Services (DHSS) designed a pilot study to combine fi-
nancial and performance analysis. A goal of the study
was to measure the amount of resources consumed in
each of the 10 essential service categories to achieve
performance levels as measured by the NPHPSP As-
sessment Instrument. The purpose of this study was
primarily to gain a firm understanding of expenditure
patterns in the agency and to increase knowledge on the
utilization of public health funding. Information from
such a study could be useful for prioritizing funding
allocations to areas where performance levels are inad-
equate. Such quantitative analysis is a basic component
to quality improvement efforts. Additional motivators
of the study were to

e replicate previous state public health agency expen-
diture pilot studies;

e test the ability to implement a previous Health Peo-
ple 2010 financial data-collection goal;

e quantify the level of administrative expenditures as
a percentage of total expenses; and

e address Institute of Medicine recommendations to
measure investments made and needed in the 10 es-
sential services.’

© Previous Pilot Studies

The initial pilot study to categorize state expenditures
by the 10 essential services was undertaken by the Pub-
lic Health Foundation (PHF) in 1994.° The study in-
volved nine state health departments and was designed
to test a methodology for estimating state investments
in each of the 10 essential services and administration.
The study concluded that state agency expenditures
could be defined and measured under this framework.
A second study followed in 1997 as a joint effort by the
National Association of County and City Health Offi-
cials NACCHO), National Association of Local Boards
of Health (NALBOH), and the PHF to test the feasi-
bility of using the same methodology for measuring
local public health agency expenditures by the 10 es-
sential services.® Three case studies were developed
of local public health agencies located in Onondaga
County, New York, Northeast Tri-County, Washington,
and Columbus, Ohio. This study also concluded that
the process was feasible and would not require signif-
icant efforts of time and resources. In 2000, a report
titled Statewide Public Health Expenditures: A Pilot Study
in Maryland was issued by ASTHO, NACCHO, NAL-
BOH, and PHE” The report documented a third col-
laborative effort, conducted statewide in Maryland, to
determine the reliability and validity of categorizing
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statewide (state and local health agency) expenditure
data by the 10 essential services and to refine the data-
collection tool used in the two previous studies. A final
conclusion from that study was that the framework of
the 10 essential services could be successfully adapted
for financial data collection statewide.

While the three previous studies did report favor-
able observations regarding the feasibility of collect-
ing financial data under this framework, they also pro-
vided a host of limitations. The 1994 nine-state study
cited concerns with data variability and difficulties with
data collection due to differences in agency organiza-
tional structures. Observations in the 1997 project in-
cluded concerns with data comparability and reliabil-
ity attributable to the data-collection tool. A common
problem was the tendency to allocate program expen-
ditures across either too many or too few of the 10 essen-
tial service categories. The 2000 Maryland report also
noted statewide variations with quantifying adminis-
trative expenditures.

Study design

The DHSS pilot project was designed to categorize only
fiscal year 2004 actual expenditures of the state agency
as documented in its accounting information system.
Local public health agencies in the state were not in-
cluded in the study. State government restructuring in
2001 placed the Division of Aging into the former De-
partment of Health. As a result, the name of the agency
was changed to the DHSS. Senior services and reg-
ulatory functions were located in a separate division
from other public health functions within the agency
(Figure 1). Major programs in each of the agencies op-
erating areas at the time of this study in 2004 are shown
in Figure 1.

Expenditures related to some functions were not con-
sidered as customary public health activities and were
eliminated from this study. Both Senior Prescription
Drug and Health Facilities Review programs were ex-
cluded. All other programs, including senior services
functions, were deemed to be relevant to the mission of
population-based public health and were included in
the study.

In 2004, the DHSS measured state system-level per-
formance for delivering the 10 essential services by
using the NPHPSP State Performance Assessment In-
strument (Performance Assessment Instrument). The
Performance Assessment Instrument was developed at
the Centers for Disease Control and Prevention in col-
laboration with national partners as a uniform method
to measure performance within the public health sys-
tem. The main feature of the Performance Assessment
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FIGURE 1. 2004 organizational structure of the
Missouri Department of Health and Senior
Services.

Instrument is that it is a self-assessment survey to be
completed with participation from all contributors of
state-level public health services. The Performance As-
sessment Instrument is divided into 10 sections aligned
with each of the essential services. Performance scores,
expressed as a percentage of an ideal score of 100 per-
cent, are assigned on the basis of the system’s ability to
deliver services consistent with performance standards
established for each of the 10 categories.

The performance assessment study was undertaken
as a separate activity from this project. Seven assess-
ment meetings were held between August and Septem-
ber 2004. Statewide organizations that contribute to the
delivery of public health services® were invited to par-
ticipate as stipulated by the Assessment Instrument
guidelines. Data from this study were used in this re-
search to compare to expenditure percentages in each
of the 10 essential service categories.

The DHSS used an agency-wide letter to introduce
and disseminate information about the study to mea-
sure expenditures by the specified categories. In the
letter, the agency communicated a desire to document
and analyze its investments in public health services.
Also included were critical guidelines on project coor-
dination and methods for allocating and collecting the
financial data.

Data collection

To guide allocation decisions, the Maryland study in-
cluded a data-collection instrument that had been re-
fined on the basis of the 1994 and 1997 expenditure
studies.” This data-collection instrument also contained
a Crosswalk of Program Activities (Crosswalk) for each
of the 10 essential service categories. The Crosswalk

was designed to aid staff in identifying and estimat-
ing the percentage of time spent on program activi-
ties within each of the 10 categories. The DHSS utilized
the Crosswalk but did not use all of the suggested al-
location guidelines as provided in the data-collection
instrument. Some of these differences included (1) a
decision not to categorize expenditure allocations into
funding sources (ie, state, federal, local); (2) expendi-
tures for fiscal and the administrative employees (ie,
fiscal liaisons, fiscal clerks) within each program were
categorized under the administration category; and (3)
the expenditure allocations were based solely on ac-
tual 2004 fiscal year expenditures and did not include
any budget data that were permissible in the Maryland
study.

Guidelines in the agency-wide letter to program
managers included instructions to

e identify the percentage of time each employee
worked on specific essential services as a part of their
primary job functions;

e categorize staff with primary fiscal responsibilities
under administration;

e categorize division directors under essential service
5 (develop policies and plans);

¢ allocate support staff using the same percentages
identified for specific programs;

¢ limit the minimum percentage for any essential ser-
vice function to 10 percent;

e allocate expenditures incurred under program con-
tracts based on the specific essential service activities
performed under the contracts;

¢ allocate expense and equipment expenditures to
the essential services based on the percentages
identified for the individual organizational units;
and
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TABLE 1 Category rankings for expenditures and performance scores

Category Total expenditure,* % Expenditure rank Performance rank Performance score, %
# 3. Inform, educate, and empower 171 4 47
# 7b. Assure the provision of Care 15.0 2 6 39
# 7a. Link people to needed services 11.8

#9. Evaluate health services 10.2 3 7 31
# 1. Monitor health status 8.8 4 2 50
# 8. Assure competent workforce 8.0 5 10 20
#11. Administration 7.1 6 NAT NAT
# 4. Mobilize community partnerships 6.6 7 5 44
# 2. Diagnose and investigate 5.1 8 1 72
# 6. Enforce laws and regulations 5.0 9 3 48
# 5. Develop policies and plans 4.6 10 8 27
#10. Research 0.8 11 9 26

*Percentages are rounded.
T Administration category is not scored for performance.

¢ allocate administrative offices (ie, division of admin-
istration, legal counsel, agency director’s office) to
the administration category.

The percentages identified through this process were
applied to actual fiscal year 2004 expenditures (taken
from the accounting information system) for each
DHSS organizational unit included in the study. Ini-
tially, study investigators contemplated using the com-
puterized Time Accounting System to calculate the cat-
egory allocations for every employee. It was hoped that
the percentage of time for each category could have
been identified for every position in the agency and
coded into each employee’s time accounting record in
the Time Accounting System. This initial design al-
lowed for modifications to be made as position func-
tions changed and this would have facilitated the auto-
matic allocation of personnel expenditures to essential
service and administration categories during each pay
cycle. It would also have eliminated the necessity for
any manual allocations of payroll expenditures. Fol-
lowing several months of work on prototypes with in-
formation system programmers, it was determined that
this process was not feasible given complexities related
to accounting system labor distribution coding issues
(eg, 10 lines of coding for some employees distributed
among the appropriate categories). Subsequently, the
DHSS deemed that process to be burdensome and not
very feasible. Ultimately a decision was made to manu-
ally allocate the expenditures into the appropriate cat-
egories at the end of the fiscal year.

© Results

Fiscal year 2004 expenditures allocated to the 10 essen-
tial services in this study totaled $367,375,300. DHSS

funding for 2004 represented 72 percent from federal
sources, 19 percent from the state, and 9 percent from
other sources.” Rankings of expenditure percentages
and performance scores in each of the essential service
categories and administration are presented in Table 1
and Figure 2.

The category receiving the highest percentage of ex-
penditures in the DHSS was essential service 3 (inform,
educate, and empower) (17.1%). Performance in this
category was measured at47 percentand ranked fourth.
The Division of Community Health accounted for the
highest allocation (24%) of its total expenditures to this
category. The second highest level of expenditures was
in essential service 7, which was divided, as stipu-
lated by the Crosswalk guidelines (Table 2), into two
categories: 7(a)—assure the provision of care (15.0%),
and 7(b)—link people to needed services (11.8%.) The
NPHPSP classified performance of essential service 7
as a single score, and this category was rated as 39 per-
cent, sixth in overall DHSS rankings for performance.
The senior services function that was transferred to the
agency in 2001 had 99 percent of its payroll expendi-
tures allocated to essential service 7(a)—assure the pro-
vision of care. Forty-five percent of that division’s con-
tract expenditures were allocated to 7(b)—link people
toneeded services. Also, the Center for Health Informa-
tion Management and Evaluation had 26% of its pay-
roll expenditures in essential service 7(b)—link people
to needed services, given its responsibility of develop-
ing and maintaining data systems to support services
as stipulated in the Crosswalk tool.

The third-highest ranking expenditure category was
essential service 9 (evaluate health services) with 10.2
percent and had a performance score that ranked sev-
enth at 31 percent. The Division of Senior Services and
Regulation had 54 percent of its payroll expenditures
in this category.
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FIGURE 2. Comparison of expenditure and performance scores.

The administration category ranked sixth, receiving
7.1 percent of agency expenditures, with no score for
performance since it is not a category measured under
the NPHPSP. This was only slightly above essential ser-
vice 4—mobilize community partnerships (6.6%).

In contrast, the three highest performance scores
were essential service 2 (diagnose and investigate)
(72%) but ranked eighth in expenditures (5.1%); es-
sential service 1 (monitor health status) (50%) ranked
fourth in expenditures (8.8%); and essential service 6
(enforce laws and regulations) (48%) with expenditures
ranked as ninth (5.0%).

Interestingly, the three categories with the highest
percentage of expenditures—essential services 3 (in-
form, educate, and empower), essential service 7 (as-
sure the provision of care and link people to needed
services), and essential service 9 (evaluate health
services)—had relatively low performance scores, rang-
ing from 47 percent to 31 percent, with the median per-
formance score for all 10 categories being 41.5 percent.
Conversely, the three categories receiving the highest
performance scores—essential services 2 (diagnose and
investigate), essential service 1 (monitor health status),
and essential service 6 (enforce laws and regulations)—
actually had relatively low percentages of expenditures
ranging from 8.8 percent to 5.0 percent as illustrated
in Table 2. It was observed that essential service 5
(develop policies and plans) and essential service 10
(research) were ranked low in the percentage of expen-
ditures consumed, 9th and 10th, receptively, and did
rank relatively low, 8th and 9th, in performance as well.
As with all of the other categories, the remaining two
essential service categories, essential service 8 (assure a

competent workforce) and essential service 4 (mobilize
community partnerships), there were no clear consis-
tent patterns observed between rankings of expendi-
ture percentages and performance scores.

It should be noted that the state of Missouri does not
include fringe benefit amounts in the appropriation to
state agencies. Accordingly, fringe benefit expenditures
were not included in this study. Since the fringe bene-
fit rate is a constant percentage (40.4% for fiscal year
2004), applying that amount to each of the expenditure
categories in this study would not have significantly
changed the category expenditure percentages when
compared to total expenditures nor would the rankings
have been different.

© Discussion

The purpose of this study was to measure the amount
of financial resources used to achieve levels of perfor-
mance. Alignments of expenditures and performance
levels were not predicted. However, a significant ob-
servation provided by this study was that, generally,
expenditure levels were not aligned with performance
scores. With the exception of relatively low perfor-
mance and expenditure percentages in essential service
categories 5 (develop polices and plans) and essential
service 10 (research), there was no clear consistency of
funding and performance in any of the other categories.
One possible explanation for low performance and ex-
penditures in essential service 10 (research) is that state
health departments do not typically have large capac-
ities for research. As such, performance and funding
dedicated to this activity would be relatively low.



DHSS management was not entirely surprised by
the finding of a lack of clear patterns for alignments
of funding and performance. First, it is acknowl-
edged that some programs and services have different
levels of funding requirements to meet performance
expectations—some programs simply cost more to op-
erate. Also, a reservation from the beginning was that
the Performance Assessment Instrument was a mea-
sure of system performance and not exclusively of the
agency. However, the only expenditures that could be
reasonably measured were those of the DHSS. Also,
the agency acknowledged concern that utilizing a sys-
tem performance measurement methodology did not
necessarily help DHSS determine what level of agency
investments were needed to improve agency perfor-
mance, a responsibility and function under their direct
control. An additional instrument to measure agency-
specific performance would have greater management
utility for analyzing and comparing funding to perfor-
mance levels.

A component of the study that was particularly help-
ful was the measurement of administrative expendi-
tures. Administrative expenses are typically used in
healthcare organizations as a measure of productivity.*
This study found that the administration category rep-
resented 7.1 percent of total expenditures in the DHSS.
While it is acknowledged that there most likely were
differences in allocation methodologies between the
Maryland study and that of the DHSS, the Maryland
state agency category for coordination and administra-
tion accounted for 10 percent of total agency expen-
ditures. The range among Maryland state offices that
participated in that study was 13 percent to 24 per-
cent. A 1998 study in New Jersey found that admin-
istrative services accounted for 20 percent of public
health expenditures.’” This was not considered a good
measure for comparison since allocation methods were
not provided for review in the New Jersey report. The
DHSS considered the Maryland study to be a valid com-
parison. It took an aggressive approach to allocating
administrative expenditures in comparison to Mary-
land guidelines. Legislators in recent years had tar-
geted budget reductions to administration, assuming
that a large percentage of agency funding was directed
to this function. Since the DHSS financial coding system
did not track administrative expenditures, the DHSS
was challenged in communicating that the agency did
not spend unusually high amounts for administration.
This study provided clear evidence that would be use-
ful for informing policymakers. However, the ability to
benchmark with other similarly organized state agen-
cies could provide additional opportunities to examine
this category more closely.

It should be noted that even though essential service
7-b (assure provision of care) had 15 percent of total ex-
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penditures, DHSS funding does not support the direct
provision of personal healthcare. In contrast, the Mary-
land study had 80 percent of agency expenditures to es-
sential service category 7(b) (link people to needed ser-
vices). Benchmarking in this category is difficult since
there can be great variability in services provided in
state public health agencies and also in the range of ac-
tivities for this category as stipulated in the Crosswalk
guidelines. This highlights the degree of difficulty en-
countered when trying to benchmark financial data in
public health under existing methodologies. However,
it also highlights the potential value of peer analysis as
well.

© Study Limitations and Challenges

There was a major limitation to this study for com-
paring expenditure patterns in each of the 10 essential
service categories to performance scores. The Perfor-
mance Assessment Instrument was designed to mea-
sure state public health system performance. According
to the Performance Assessment Instrument guidelines,
organizations required to participate in completing the
survey include the state health department as well as
others in the state that contribute to the delivery of pub-
lic health services (eg, hospitals, schools, universities,
not-for-profits).® This proved to be a particularly diffi-
cult concept for some to comprehend and many orga-
nizations did not participate. As a result of this design,
the performance scores in each of the 10 essential ser-
vice categories represent the combined contributions of
the state public health agency and other organizations
willing to participate. However, this study categorized
only the expenditures for the state public health agency.
Gathering financial data from all entities considered as
contributing to the performance of public health ser-
vices in a state was considered highly unrealistic. Some
of the organizations considered under the Performance
Assessment Instrument to contribute to public health
services such as universities do not separately capture
and categorize expenditures in their accounting sys-
tems for public health services. Also the DHSS pref-
erence would have been to undertake an agency-wide
performance analysis for purposes of examining orga-
nizational patterns under which it has direct control.
The Performance Assessment Instrument was not de-
signed for that purpose. On the basis of these issues, it
is unlikely that the agency would undertake a similar
study in the future using the same system performance
instrument.

The organizational structure of the DHSS could
prove to be an additional limitation of this study. There
is great variability in the types of services performed
by state health agencies. Comparing expenditure
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percentages in each of the categories to other expendi-
ture studies of state public health agencies that do not
include senior services functions could be misleading
since services performed are so dissimilar.

The DHSS also found the process to be time consum-
ing and incredibly arduous, given information age tech-
nologies. The Crosswalk was a complex feature and was
prone to be very subjective, ambiguous, and, in some
aspects, vague. It is difficult to envision that such an
instrument alone could facilitate the collection of valid,
reliable, and verifiable data. This was also mentioned as
a concern in earlier expenditure pilot studies and a 1997
Lewin Group report." As such, these documented con-
cerns should not be summarily dismissed. Also, any se-
rious considerations to the collection of national finan-
cial data must include very specific definitions for each
category and the categories must clearly meet the needs
of stakeholders. The use of the essential services and a
tool designed for public health activities was very chal-
lenging when applying it to social service-type activi-
ties. As was indicated also in the Lewin Group report,"
the essential service categories do describe very well
the framework of public health for some purposes, but
uniform decision rules would be critical to developing
meaningful datasets.

An alternate methodology that could aid public
health in quantitative financial analysis is a standard
chart of accounts. Charts of accounts are universally
accepted financial management tools that provide a
framework to organize financial data. This is a gener-
ally accepted accounting tool to facilitate the collection
and sorting of data by cost centers, product lines, func-
tional categories, or any other classifications deemed
necessary for evidence-based decision making. Collec-
tion of these data manually would be considered very
costly, unreliable, and inefficient by other industries. A
uniform chart of accounts could be a solution if this is
shown to be plausible for a profession with so many
government financial reporting structures. A strategy
to classify individual programs (eg, family planning,
immunization, surveillance) into standard essential ser-
vice categories could be a uniform allocation method-
ology adaptable to a chart of accounts. Without this
level of standardization, however, invalid and unre-
liable datasets with little utility for peer analysis and
relevance to stakeholders might be created. If demon-
strated to be feasible, a chart of accounts would have
benefits even given the variability of state and local
budgeting frameworks. Itis already a common account-
ing practice for individual agency account categories
to be aggregated into state and local government spe-
cific budgeting and reporting frameworks. Including
finance professionals in the design of financial data-
collection methodologies could help translate some of
these practices to public health.

©® Conclusion

The collection of public health financial and perfor-
mance information must be feasible, relevant, and pur-
poseful. Public health leaders need this information
not only to measure agency financial and operational
performance but also to demonstrate outcomes and
the value added by the profession. The Institute of
Medicine advocated for national plans to collect finan-
cial data aligned with the 10 Essential Public Health
Services,® and even though it has been earmarked for
deletion, Healthy People 2010 included a goal (#23-16)
to collect data by the 10 essential services also. Given
this level of national interest, identification of method-
ologies to effectively measure financial and agency
performance is imperative. This study was an initial
attempt at this type of analysis. While this study and
results did not totally meet the needs of agency leaders,
it was an important step in demonstrating the efficacy
of the concept.
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