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ABSTRACT

Congress relies on the census for purposes of allocating funds under various federal grant programs
to state governments. Inaccuracies in the census count can cause federal funds to be distributed in a
way that is not fully consistent with congressional intent. Many state-funded grant programs to local-
ities also rely on census counts, compounding the misallocation of grant money. For those jurisdic-
tions that are counted relatively poorly by the census, this translates into fewer services for families
with the greatest needs. Analysis by the Census Bureau estimates that Census 2000 undercounted the
actual U.S. population by a net of over three million individuals, representing an undercount rate of
1.18 percent.

This study focuses on eight programs with a combined total of $145 billion in federal spending in FY
2001 that would be most affected by the undercount. Because this study does not consider all pro-
grams affected by census population figures, the total effect of the Census 2000 undercount on the
allocation of federal funds is likely to exceed the estimates in this report.

For the eight federal grant programs included in this study, the Census 2000 undercount is estimated
to cause the District of Columbia and the 31 states adversely affected by the undercount to lose $4.1
billion in federal funding over the 2002-2012 fiscal year period. The shift in federal funds due to the
undercount is most pronounced in metropolitan counties. These areas not only share in state losses
from the undercount but also lose funds to other localities within the state because of the relatively
high undercounts of urban areas.

The federal funding loss to the 58 largest counties adversely affected by the undercount is estimated
to reach $3.6 billion over the ten year period, or $2,913 per uncounted person in these jurisdictions.
The census undercount not only redistributes funds among jurisdictions, it also causes a net loss to the
states of funds from federal entitlement programs, such as Medicaid and Foster Care. For the programs
included in this study, the Census 2000 undercount is estimated to reduce net federal funds to the
states by $478 million over the 2002-2012 period.

Previous Research

In March 2000, PricewaterhouseCoopers prepared a study 4 for the Presidential Members of the U.S.
Census Monitoring Board that estimated the impact of the projected Census 2000 undercount on the
allocation of federal funds. This March 2000 report assumed similar undercount rates by demograph-
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ic group as were estimated following the 1990 census and used Census population projections for
2000. The study projected that the 2000 census undercount rate would be 1.75 percent. This was con-
sidered a conservative estimate since the Census Bureau predicted an undercount rate of 1.9 percent.

Now that Census 2000 is complete, the data indicate that the Census Bureau counted a higher per-
centage of the population in 2000 than in 1990. The Census Bureau estimates that the Census 2000
net undercount rate was 1.18 percent. This report updates PricewaterhouseCooper’s previous study by
using Dr. Ericksen’s analysis and extension of the information the Census Bureau has made public
about the Census 2000 undercount rate rather than projections based on the 1990 Census experience.

Methodology

This study generally follows the same methodology for estimating funding effects as the March
2000 PricewaterhouseCoopers report.

The eight programs studied accounted for $145 billion in federal grant spending in fiscal ear 2001
(see Table A). These programs represent 87 percent of the funding of major rograms identified by
the General Accounting Office (GAO) as being affected by the undercount.' The effect of the under-
count on smaller federal programs has been excluded. State programs that rely on census data to
distribute funds to localities also have been excluded. Because all federal and state grant programs
affected by the undercount were not analyzed in this study, the shift in funds due to the Census 2000
undercount is likely to be larger than is estimated in this report.

The methodology used in this report can be summarized as follows:

1. Based on the Census Bureau’s and Dr. Ericksen’s estimates of the Census 2000 undercount rate
by state and selected county, derive adjusted state and county population levels for comparison
with Census 2000 population counts.

2. Determine the formulae for allocating the eight federal grant programs included in this study.
3. Project national funding levels for these federal programs through 2012.

4. Project the effect of the Census 2000 undercount on the allocation of federal funds to states and
selected counties over the period affected by Census 2000 (generally, fiscal years 2002-2012).

' General Accounting Office, Formula Grants: Effects of Adjusted Population Counts on Federal Funding to States, GAO/HEHS-99-69,
February 1999.
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Several key assumptions underlie the results in this report. First, Dr. Ericksen’s extension of the
Census Bureau’s methods is assumed to be accurate. Second, the undercount rate is assumed to not
vary substantially between group-quarters and non-group-quarters persons.” Third, current formulae
for allocating federal grant programs are assumed to remain unchanged over the 2002-12 period.
Fourth, the national funding level for these programs over the FY 2002-2012 period is based on the
Administration’s fiscal year 2001 Current Services Budget. Last, states are assumed to allocate fed-
eral funding among local governments in proportion to their respective populations, as enumerated in
the decennial census. To the extent possible, the results in this study are based on federal data, esti-
mates, and methodology.

Effect of Census 2000 Undercount on Federal Funding to States

The Census Bureau has estimated a national net undercount rate for the non-group-quarters popula-
tion in Census 2000 of 1.18 percent, totaling nearly 3.3 million persons missed. Assuming the same
undercount rate for the group-quarters population, Dr. Ericksen estimates a total net undercount of 3.4
million.* Over the 2002-2012 fiscal year period, for the eight programs analyzed,
PricewaterhouseCoopers estimates that this Census 2000 undercount will result in a loss of $4.1 bil-
lion in federal funding among the 31 states adversely affected by the undercount and the District of
Columbia. Medicaid accounts for the largest shift in federal funds, representing 92 percent of all real-
located funds (see Figure A).*

The estimated 2000 undercount is expected to cause the biggest dollar losses in California, Texas and
Georgia (see Figure B). These are large states that have relatively large undercount rates.

Even in states that are relatively well counted by the census, certain portions of the state may have
high undercount rates. For example, while Massachusetts is counted relatively well, Suffolk County
(containing Boston, MA) is estimated to lose $58 million in federal funds over the 2002-2012 period
as a result of its high undercount. Similarly, while Illinois is counted relatively well, Cook County
(containing part of Chicago, IL) is estimated to lose $193 million in federal funds over the 2002-2012
period.

Note that the funding effects of the Census 2000 undercount are not a "zero-sum game." The shift in
federal funds away from states that are counted relatively poorly is greater than the shift in funds to
states that are counted relatively well. The Census 2000 undercount is expected to result in a net loss
of $478 million in federal funds to the states as a whole. This overall loss in federal funding is due to
federal entitlement programs such as Medicaid, under which the national level of funding depends on
population measures and is not a fixed sum.

2 The Census Bureau only provided undercount rates for the non-group-quarters population. In order to evaluate the funding effects, we require an
undercount estimate for the entire population. We assumed that the undercount rate for the group-quarters population equals the undercount rate
for the non-group-quarters population. The alternative assumption of a perfect count of the group-quarters population would not materially affect
our results.

The Census Bureau excluded the group-quarters population (7.8 million persons) from its undercount estimates. Assuming that the group-quarters

population is undercounted at the same rate as the non-group-quarters population implies a national undercount of 3.4 million persons and an over-

all national undercount rate of 1.18 percent. Source: Report of the Executive Steering Committee for Accuracy and Coverage Evaluation Policy,

March 1, 2001 and Dr. Eugene Ericksen, Estimates of State and County Undercount Rates, May 1, 2001.

* Because of statutory provisions that guarantee minimum reimbursement rates, Medicaid funding for certain states would remain the same using
either adjusted or unadjusted population counts. Some states, like New York, receive the minimum reimbursement of 50 percent of state expendi-
tures under adjusted or unadjusted figures. The District of Columbia has a reimbursement rate set by statute at 70 percent. These areas experience
significant undercounts, but the Medicaid minimum reimbursement provisions limit the federal funding losses from the undercount.
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Effect of Census 2000 Undercount on Federal Funding to Selected Counties

The Census 2000 undercount also will affect counties receiving a portion of federal grants allotted to
states. The net impact on county funding depends on the effect of the undercount on both the alloca-
tion of federal funds between states (the "between-state" effect) and the allocation of funds among
jurisdictions within a state (the "within-state" effect). The net impact of the Census 2000 undercount
on the allocation of federal funds to counties is the sum of the between-state and within-state effects.

Over the 2002-2012 period, the federal funding loss to the 58 largest counties adversely affected by
the undercount is estimated to reach $3.6 billion, or $2,913 per uncounted person in these jurisdic-
tions. Because counties with large populations generally experience undercount rates that are higher
than the state average, we assume that they will fail to receive their proportionate share of any funds
distributed by the state based on unadjusted population counts. These "within-state" effects cause the
funding losses of metropolitan areas to exceed the funding losses at the state level.

Eight counties are estimated to lose over $100 million each in federal funds: Los Angeles County, CA;
Bronx County, NY; Kings County, NY (which comprises the borough of Brooklyn, NY); Harris
County, TX (which contains the city of Houston, TX); New York County, NY (which comprises the
borough of Manhattan, NY); Cook County, IL (Chicago), Dallas County, TX, and Miami-Dade
County, FL (see Figure C). In New York City, the funding loss across the five boroughs is estimated
to reach $847 million. Because some state-funded grant programs also rely on the decennial census
for purposes of allocating funds among localities, the impact of the Census 2000 undercount on met-
ropolitan areas will be larger than the federal funding effect.
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I. INTRODUCTION

The Presidential Members of the United States Census Monitoring Board retained
PricewaterhouseCoopers LLP (PwC) to conduct an independent estimate of the funding effects of the
Census 2000 undercount, based on undercount rate estimated by decennial census expert and Temple
University statistics professor Dr. Eugene P. Ericksen. PwC was asked to project the undercount’s
effects on the allocation of federal funds among states and selected counties over the next decade.

This report updates the results of the March 2000 PwC report' which was based on projections of the
Census 2000 undercount rate made before Census 2000 was completed.

Estimates of the Census 2000 undercount at the state and selected county levels are presented in this
report. These undercounts are derived from undercount rates estimated by the Census Bureau and
extended by Dr. Eugene P. Ericksen of Temple University. Using these undercount estimates, we cal-
culate adjusted population counts for the states and selected counties for comparison with the Census
2000 counts.

Additionally, the impact of the Census 2000 undercount on the allocation of federal funds to states
and selected counties is estimated in this report. Formula allocations under federal grant programs that
depend on population counts were calculated with unadjusted and then adjusted population figures to
estimate the change in federal funds flowing to each state. Changes in funding levels at the state level
were then translated into changes at the county level.

The main findings of the report are summarized in the final section.
Six appendices accompany this report:

1. Appendix A reports Census 2000 state population totals (adjusted and unadjusted) along with
estimated undercounts and undercount rates of persons over and under 18 years of age.

2. Appendix B shows 2000 population totals by selected county with and without adjustments for
the estimated undercount along with number of persons missed and the undercount rate.

3. Appendix C describes the federal programs analyzed in this report.

4. Appendix D provides detailed information on the estimated funding effects of the Census 2000
undercount by state by program.

5. Appendix E provides details on the funding effects for selected counties.

! “Effect of Census 2000 Undercount on Federal Funding to States and Local Areas,” 2002-2012 (March 2000).
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I1. ESTIMATE OF CENSUS 2000 UNDERCOUNT

A. Methodology Used by the Census Bureau and Dr. Ericksen

For the 2000 Census, the Census Bureau conducted the Accuracy and Coverage Evaluation (A.C.E.)
survey, the successor to the Census 1990 Post-Enumeration Survey (PES), to determine the accuracy
of the census count. Historically the census has not achieved an exact count of the population because
it has missed certain individuals and incorrectly enumerated others.? For the A.C.E. survey, the Bureau
conducted detailed interviews with a sample of households. The results of this intensive interview
process can be compared to the official 2000 census enumeration to assess the accuracy of the cen-
sus. This information can be used to estimate the net undercount (persons missed less persons incor-
rectly enumerated) by geographic region or demographic group, and to prepare an adjusted 2000 pop-
ulation count (i.e., the official count plus an estimate of net uncounted persons).

The A.C.E. survey established undercount adjustment factors for 448 post-strata (e.g., Black renters
in small Metropolitan Statistical Areas or White owners in large Metropolitan Statistical Areas in the
North). From the results of the A.C.E. survey, the Census Bureau developed undercount rates for the
50 states, and the District of Columbia. Dr. Eugene P. Ericksen, a census expert and professor of sta-
tistics at Temple University, working on behalf of the Presidential Members of the U.S. Census
Monitoring Board, has reviewed the estimates of the state undercount rates and extended the analysis
for counties with population in excess of 500,000 plus Richmond County (Staten Island), NY.*

For the states and the District of Columbia, Dr. Ericksen obtained the undercount adjustment factors
from a file that the Bureau provided. The file contains adjustment factors for 448 post-strata for each
of the 50 states plus the District of Columbia.* For each state-level post-stratum, Dr. Ericksen divided
the dual system undercount estimate by the census count to calculate the adjustment factor, or ratio. Dr.
Ericksen then created a weighted average of the adjustment factors, where the population shares in the
post-strata were the weights. For the large county undercount rate estimates, Dr. Ericksen did not have
the exact distributions of post-strata populations by county, but he approximated them with 2000
Census state totals by racial group and 1990 census data sorted by racial group and housing tenure.

Incorrect enumerations would arise from the inclusion of a child born after April 1, a person who died before April 1, or a college student
living away from home but counted in the parents’ house instead of his or her usual place of residence.

Dr. Ericksen’s estimates, like the Census Bureau rate upon which they are based, are for non-group-quarters residents. For this study we
will be assuming that the undercount rate for group-quarters residents is comparable by state and post-strata.

Access to this file was given to the Census Subcommittee, the National Academy of Sciences, and the Census Monitoring Board in
February 2001.
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B. Estimated 2000 Undercount by State

Based on the Census Bureau’s methodology, the undercount rate for the non-group-quarters popula-
tion in Census 2000 is estimated to be 1.18 percent or nearly 3.3 million persons. Assuming the same
undercount rate for the group-quarters population, Dr. Ericksen estimates a total national undercount
of 3.4 million (see Table 1).” Table A-2 in Appendix A shows net undercount rates by state for popu-
lations over and under 18 years of age. Children have undercount rates that exceed the national aver-
age. Nationally, persons under the age of 18 are estimated by Dr. Ericksen to have an undercount rate
of 1.56 percent® of the actual population, resulting in over 1.1 million uncounted children.
Consequently, funding programs targeting children, such as the Child Care and Development Block
Grant, are especially vulnerable to the undercount.’

Four states account for nearly 40 percent of the estimated Census 2000 undercount: California
(522,796), Texas (373,567), New York (209,123), and Florida (200,670). States (plus the District of
Columbia) with the highest percentage undercounts are Alaska (2.67 percent), Hawaii (2.16 percent),
the District of Columbia (2.15 percent), New Mexico (1.94 percent), and Texas (1.76 percent). States
with the lowest undercount rates are Minnesota (0.29 percent), Missouri (0.46 percent), North Dakota
(0.47 percent), Iowa (0.48 percent), Nebraska (0.56 percent), and South Dakota (0.56 percent).

> The Census Bureau excluded the group-quarters population (7.8 million persons) from its undercount estimates. In order to evaluate the

funding effects, we require an undercount estimate for the entire population. We assumed that the undercount rate for the group-quarters
population equals the undercount rate for the non-group-quarters population. Assuming that the group-quarters population is undercounted
at the same rate as the non-group-quarters population implies a national undercount of 3.4 million persons and an overall national under-
count rate of 1.18 percent. The alternative assumption of a perfect count of the group-quarters population would not materially affect our
results. Source: Report of the Executive Steering Committee for Accuracy and Coverage Evaluation Policy, March 1, 2001 and Dr. Eugene
Ericksen, Estimates of State and County Undercount Rates, May 1, 2001.

¢ In the Report of the Executive Steering Committee for Accuracy and Coverage Evaluation Policy, March 1, 2001, the Census Bureau

reports a national undercount for the under 18 population of 1.54 percent.

See the GAO report for a detailed description of the funding formulas. General Accounting Office, Formula Grants: Effects of Adjusted

Population Counts on Federal Funding to States, GAO/HEHS-99-69, February 1999.
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Table 1. Estimated Census 2000 Undercount by State

Slale 2000 Popualation Projeciiogs Estimated 2000 Census Undercoun
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I1. FUNDING EFFECT OF CENSUS 2000 UNDERCOUNT

A. Federal Programs Analyzed

This study examines the effect of the Census 2000 undercount on the allocation of funds under eight
federal grant programs: (1) Medicaid; (2) Foster Care; (3) Rehabilitation Services Basic Support; (4)
Social Services Block Grant; (5) Substance Abuse Prevention and Treatment Block Grant; (6)
Adoption Assistance; (7) ChildCare and Development Block Grant; and (8) Vocational Education
Basic Grants.These eight programs account for all of the funding shifts identified in the
General Accounting Office (GAO) study of the effects of the 1990 census undercount onfederal fund-
ing to states in fiscal year 1998. ®

The GAO study focused on 25 large formula grant programs, whose funding represented 90 percent
of the total federal grants affected by the census undercount. Of the 25 programs analyzed in the GAO
study, ten programs (amounting to $21 billion in 2001) were excluded because their funding formu-
lae depended on population variables for which undercount rates are not available (e.g., the popula-
tion below the poverty line). Of the remaining 15 programs, five of the programs (amounting to $43
billion) were not affected by the undercount because the formulae had components which made the
undercount immaterial. Two programs (amounting to $2 million) used population figures adjusted for
the undercount.’

The remaining eight programs (listed in Table 4) were affected by the undercount. These programs
represent over 87 percent of the funding under major programs that depend on unadjusted census
counts.

Table 4: Federal Grant Programs and FY 2001 Obligations
[Obligations in billions of dollars; Major programs affected by census undercount]

Program Obligations
Medicaid $130.0
Foster Care 5.1
Rehabilitation Services Basic Support 24
Child Care and Development Block Grant 2.0
Social Services Block Grant 1.7
Substance Abuse Prevention and Treatment Block Grant 1.7
Adoption Assistance 1.2
Vocational Education Basic Grants 1.1
Subtotal, eight programs included in study 145.1
Total for major grant programs affected by undercount $166.6

Source: Budget of the United States, FY 2002, GAO, and PricewaterhouseCoopers calculations.

#  General Accounting Office, Formula Grants: Effects of Adjusted Population Counts on Federal Funding to States, GAO/HEHS-99-69,
February 1999.

° These two programs, administered by the Department of Labor, rely on estimates of the civilian labor force. If the Department of Labor
does not adjust its estimates of the labor force, these programs would also be affected by the undercount.
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B. Current Services Funding Levels over FY 2002-2012 Period

Depending on the first year of impact, Census 2000 will affect federal grant allocations over the 2002-
2011 or the 2003-2012 period."

For each of the eight federal grant programs analyzed in this report, the Administration’s FY 2002
budget projects Current Services funding levels through 2011. The Current Services Budget estimates
funding levels necessary to continue programs at a level equal to the most recently funded year (i.e.,
2001 for the 2002 budget). In essence, it is a prediction of the funding necessary to support current
law expenditures over the budget period.

The Current Services Budget projects that funding of discretionary programs will grow with inflation.
Unlike entitlement programs, the funding of discretionary programs is dependent on the annual
Congressional appropriations process. Three of the eight federal grant programs included in this study
are classified as discretionary: (1) Substance Abuse Block Grant, (2) Vocational Education, and (3)
Child Care and Development Block Grant.

The Current Services Budget projects that funding for entitlement programs will grow with the under-
lying eligible population and inflation. Three of the federal programs included in this study are clas-
sified as entitlement programs: (1) Medicaid, (2) Foster Care, and (3) Adoption Assistance.

The remaining two programs included in this study, Social Services Block Grant and Rehabilitation
Services, are mandatory programs that are projected to grow at rates consistent with their enacting
legislation.

The fiscal year 2002 budget includes Current Services funding levels through 2011. Funding levels
for four programs included in this study were extrapolated through 2012 based on the growth rates
projected by the Office of Management and Budget over the FY 2002-2011 budget period (see Table
5).

Current Services funding levels for the Substance Abuse Block Grant are extrapolated through 2012
using the annual Office of Management and Budget general budget inflator for the 2003-2011 period
of 2.2 percent. The Current Services Budget projects slowing growth for the entitlement programs,
and this trend is assumed to continue through 2012. No extrapolations were necessary for the manda-
tory programs because the 2000 Census will affect their funding allocations over 2002-2011, the cur-
rent budget period.

Assuming the Current Services spending levels, census population counts from Census 2000 ulti-
mately will be used to distribute $2.5 trillion over the 2002-2012 fiscal year period.

' This report assumes that the effects of Census 2000 are not incorporated until 2000 population figures are used in allocation formulas. If
population estimates from earlier years, such as 1999, are adjusted consistent with Census 2000, allocations could be affected before 2002.
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C. Funding Effect of Census 2000 Undercount on States

State allocation shares under federal grant programs are determined before the onset of the funding
year; thus, state allocations for the current year are based on population estimates from several years
earlier. The Census Bureau publishes population estimates for the years between decennial censuses.
These estimates are based on the decennial population enumeration and are updated using adminis-
trative records (e.g., birth and death certificates). Consequently, errors in the decennial population
count persist for ten years, until the next census enumeration. Consequently, the Census 2000 under-
count will affect federal grant allocations over a ten-year period.

For example, the funding formula for the Social Services Block Grant program depends on popula-
tion estimates from the second prior year. Thus, Census 2000 will affect Social Services Block Grant
allocations over the 2002-2011 period. For the eight programs included in this report, Census 2000
will first affect grant allocations in either 2002 or 2003, and the effect will persist over the 2002-2011
or 2003-2012 period, depending on the program.

The effect of the Census 2000 undercount on the allocation of federal funds to states initially was cal-
culated for a base year and then extrapolated over the 2002-2012 period. The base year for each grant
program was determined as: the first year affected by the 2000 census figures or the most recent year
for which data were available for all of the variables (other than population) in the funding formula.
For most programs, 2002 was the base year used in the calculations. Because data for some of the for-
mulae were not available to calculate the 2002 allocation, the base year for the corresponding pro-
grams is 2001. For example, the formula for Vocational Education depends on per capita personal
income by state as released by the Bureau of Economic Analysis (BEA) for the second preceding year.
Final per capita personal income figures are available for 1999; consequently, the base year for the
Vocational Education program is 2001.

Once a base year was established for each program, we calculated state funding allocations using both
official and adjusted 2000 state population projections. These calculations take into account all ele-
ments of the current funding formulae, including hold harmless and minimum share provisions. Each
state’s share of national program funding in the base year was then determined under both the official
and adjusted 2000 population projections. The difference between these two shares of national pro-
gram funding is an estimate of the impact of the Census 2000 undercount on the state’s allocation of
federal funds. For example, suppose that a state’s share of federal program funds increases from 3.0
percent to 3.1 percent, in the base year, as a result of using adjusted versus official 2000 population
projections. For this state, the effect of the Census 2000 undercount is estimated to be a loss of 0.1
percentage points (3.1 percent minus 3.0 percent) of national program funding.

For the eight federal grant programs analyzed in this study, the Census 2000 undercount is estimated
to reduce federal funding in 31 states and the District of Columbia by $4.1 billion over the 2002-2012
period (see Table 6). In 2003 alone, the undercount is estimated to reduce federal funds allocated to
these states by $277 million. By comparison, the General Accounting Office estimated that the effect
of the 1990 census undercount on these federal programs was to shift $449 million among states in
1998. Because the estimated 2000 undercount is both smaller and more uniform across jurisdictions
than the estimated 1990 undercount, the total amount of federal funds reallocated is smaller.

States that are counted relatively well in the census are estimated to receive higher levels of federal
funding as a result of the undercount; however, the additional federal funds received by these states
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are less than the loss of federal funds in the other states. The effect of census undercounts on the fed-
eral funding of entitlement programs is not a “zero-sum game” among the states because an increase
in funding to one state does not require a reduction in funding to other states. For the federal programs
analyzed in this study, federal funds allocated to all 50 states and the District of Columbia are esti-
mated to be $478 million less over the 2002-2012 fiscal year period as a result of the Census 2000
undercount.

The loss of funds over the 2002-2012 period for the eight analyzed programs ranges from $26 per
undercounted person in Colorado to over $6,300 per person missed by the census in Alaska (see Table
7)" In 2003, the first year fully impacted by the undercount, the funding loss in 31 undercounted
states and the District of Columbia averages $114 per uncounted individual. This figure is less than
GAO’s 1998 estimate of $145 per uncounted individual, which was based on the higher 1990 under-
count rate.

Of the eight federal programs analyzed in this report, Medicaid accounts for 92 percent of the feder-
al funds that would be shifted as a result of the Census 2000 undercount. As a percent of total pro-
gram funding, the programs most affected by theCensus 2000 undercount are Vocational Education
(0.28 percent) and Rehabilitation Services (0.27 percent).”” Table 8 summarizes the impact of the
Census 2000 undercount by program.

D. Funding Effect of Census 2000 Undercount on Counties

This section analyzes the effect of the Census 2000 undercount on counties. The county effects are
estimated under the assumption that states allocate federal funds among county in proportion to their
official census population counts.

The Census 2000 undercount can affect federal funding to counties in two ways. First, the undercount
at the state level affects the allocation of funds among the states, which alters the amount of funds that
states have available to pass through to local governments (the “between-state” funding effect). For
example, the Census 2000 undercount is estimated to cause the state of Illinois to receive a larger
share of the federal funds under the programs analyzed than it would with an accurate census count
(other states, therefore, receive a smaller share because of the undercount). Counties in the state, such
as Cook County (Chicago), benefit from the fact that the state receives these additional funds. The
between-state effect measures the effect on metropolitan areas of the funding shifts among the states
due to the census undercount.

Second, the undercount at the local level may affect a state’s allocation of federal funds among its
counties (the “within-state” funding effect). Assuming the state allocates funds to local areas within
the state using population counts, any undercount would distort the flow of funds within the state.
Because Cook County is estimated to experience a high undercount rate relative to the other areas in

Because of statutory provisions that guarantee minimum reimbursement rates, Medicaid funding for certain states would remain the same
using either adjusted or unadjusted population counts. Some states, like New York, receive the minimum reimbursement of 50 percent of
state expenditures under adjusted or unadjusted figures. The District of Columbia has a reimbursement rate set by statute at 70 percent.
These areas experience significant undercounts, but the Medicaid minimum reimbursement provisions limit the federal funding losses from
the undercount. Table D-5 in Appendix D lists the effect of the census undercount on state funding levels under the Medicaid program.

2 These percentages translate into $33 million for Vocational Education and $72 million for Rehabilitation Services.
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Ilinois, it receives a smaller share of the state funds than it would have gotten under an accurate cen-
sus count. Therefore, it experiences a negative within-state effect. The within-state effect measures the
impact of the undercount on funding allocations within states.

The “net” funding effect of the census undercount on a county is the sum of the between-state and with-
in-state funding effects. Because the between-state and within-state effects could have the same or dif-
ferent signs, the net effect could be larger or smaller than the between-state or within-state effects alone.

1. Between-State Funding Effect

For the counties within each state, the between-state funding effect was estimated in two steps. The
effect of the Census 2000 undercount on the state’s level of federal funding was first calculated for the
2002-2012 period (see section II1.C., above). The funding effect at the state level was then apportioned
among the counties in proportion to their unadjusted population counts. Thus, counties in states that
lose federal funding as a result of the Census 2000 undercount are each estimated to share propor-
tionately in this funding loss.

2. Within-State Funding Effect

For the counties within each state, the within-state funding effect was estimated in four steps. First,
the state’s share of federal funding over the 2002-2012 period was determined based on adjusted 2000
population counts (as described in section III.C., above). Second, state funding was apportioned
among the counties in proportion to their estimated 2000 adjusted census counts. Third, state funding
was apportioned among the counties in proportion to their 2000 official (unadjusted) census counts.
Finally, the within-state funding effect was estimated by subtracting the county funding levels deter-
mined in step two (based on adjusted population counts) from step three (based on official population
counts).

Counties with an undercount rate higher than the overall state average have a negative within-state
funding effect, while relatively well counted areas have a positive within-state funding effect.

3. Net Funding Effect

For the counties within each state, the net funding effect of the Census 2000 undercount over the 2002-
2012 period was calculated as the sum of the between-state and within-state funding effects. For any
county, these two funding effects can work in the same or opposite directions. For example, Cook
County is estimated to have a positive $9 million between-state funding effect, because the State of
[llinois is relatively well counted by the census. However, Cook County is estimated to have a nega-
tive $202 million within-state funding effect because it is relatively poorly counted by the census com-
pared to other jurisdictions within the state. Thus, the netfederal funding effect in Cook County of the
Census 2000 undercount is negative $193 million ($9 million less $202 million) over the 2002-2012
period, because the funding loss from the within-state effect is larger than the funding gain from the
between-state effect. The federal funding loss to the 58 largest counties adversely affected by the
undercount is estimated to reach $3.6 billion over the period, or an average of $2,913 per uncounted
person in these jurisdictions.

Table 9 shows the net funding effect of the Census 2000 undercount on the 25 counties that are esti-
mated to experience the largest loss in federal funding over the 2002-2012 period. The five counties
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expecting the largest funding loss from the Census 2000 undercount are Los Angeles County, CA
($636 million), Bronx County, NY ($362 million), Kings County, NY ($269 million), Harris County,
TX ($234 million), and New York County, NY ($212 million). Results for all 112 selected counties
are shown in Appendix E.

This analysis only considers the effect of the Census 2000 undercount on federal funds allocated to
local governments. Because a variety of state grant programs are also distributed to local governments
on the basis of official population counts, the total shift in funds from federal and state grant programs
will likely be larger than the estimates in this report.
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