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Metro/Nonmetro Funding Allocation Under Title II-A, Job Training
Partnership Act. By John M. Redman. Agriculture and Rural Economy
Division, Economic Research Service, U.S. Department of
Agriculture. Staff Report No. AGES 9071.

Abstract

The Job Training Partnership Act's (JTPA) Title TII-A Program is
the main Federal effort to enhance the employability of the
economically disadvantaged. Relying primarily on unemployment
rates, the JTPA allocation formula produced higher expenditures
per disadvantaged person in the more rural areas between July
1987 and June 1988. This was due to the unusually high
unemployment rates experienced by many nonmetro areas at the
time. Metro/nonmetro differences in unemployment rates have been
steadily declining, however, so that this funding advantage is
rapidly diminishing. Nonmetro areas may be better served during
the 1990's by a new funding formula emphasizing poverty rates
more than unemployment rates.

Keywords: Job Training Partnership Act, nonmetro economics,
rural economics, unemployment, poverty rate.
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summary

The Job Training Partnership Act (JTPA) Title II-A program is the
main Federal effort to enhance the employability of economically
disadvantaged youths and adults. Administered by the U.S.
Department of Labor (DoL), it is of partlcular importance to the
many communities that have no other ongoing source of training
funds and whose local revenue bases are too small to support
sustained independent efforts.

The following report examines metro/nonmetro funding allocations
under Title II-i. during program year (PY) 87 (July 1987 through
June 1988). Four major questions are addressed:

1. What is the current program structure, particularly the‘
distribution of program activity and funding between metro
and nonmetro areas under the existing method of allocation?

2. How does spending per member of the civilian labcr force,
per unemployed person, and per economically disadvantaged
person vary between metro and nonmetro areas?

3. What factors are most important in determining spending
patterns?

4. How do these patterns compare with those produced by
allocation formulas relying more heavily on other measures
of economic disadvantage?

During PY87, the Title II-A program had 610 Service Delivery
Areas (SDA's). These are the program's local administrative
units. Of these 610 SDA's, 261 (43 percent) were entirely in
metropolitan areas (called metro SDA's). Another 129 (about 21
percent) were wholly in nonmetro areas (nonmetro SDA's). The
remaining 220 (36 percent) contained both metro and nonmetro
areas. Of these, 136 (22 percent of the 610) had less than half
of their population living in nonmetro areas (metro dominant
SDA's). The other 84 SDA's (14 percent of the 610) had more than
half of their population living in nonmetro areas (nonmetro
dominant SDA's).

Most program activity was concentrated in fewer than 20 States.
Among the nonmetro dominant and nonmetro SDA's, 17 States
accounted for two-thirds of the program terminees (the progran's
name for participants who completed training or otherwise left
the program). Ten of the 14 largest programs are among these 17.

The typical program was of similar size (measured in terms of
costs and participant numbers) in the metro, metro dominant, and
nonmetro dominant SDA categories. The average nonmetro program
was considerably smaller.

There was a smooth decline from metro to metro dominant to
nonmetro dominant to nonmetro SDA's in average population density

and prevailing wage rates and a smooth increase in unemployment
and poverty rates.




Expenditures per disadvantaged person (that is, a person defined
as disadvantaged in Title II-A of the Job Training Partnership
Act) varied widely across SDA's. Disadvantaged individuals living
in different SDA's consequently faced very different odds of
receiving training.

The unemployment rate appears to be the key factor in explaining
national patterns of expenditure per labor force member and per
disadvantaged person. This appears to have particularly benefited
the more rural SDA's because they had unusually high unemployment
rates during the period studied. When the unemployment rate is
controlled for, the number of economically disadvantaged persons
living in an SDA was negatively associated with SDA expenditures
per disadvantaged person.

SDA's with lower expenditures per local disadvantaged person were
often these with a higher percentage of local families living
below the poverty line. This suggests that jurisdictions with
more severe problems frequently receive a lower relative level of
JTPA support.

The current regional distribution of JTPA funds was compared with
distributions obtained from application of two alternative
formulas utilizing measures of economic disadvantage only.
Application of either alternative produced a substantial
reallocation of program activity among regions. Under either
alternative, however, the New York/New Jersey region would
receive substantially larger allocations, and the industrial
Midwest would experience a substantial reduction.

If one uses the number of disadvantaged living in the SDA as the
sole allocation criterion, metro SDA's enjoyed a measurable
increase in JTPA funds. If one uses a formula that includes both
the SDA poverty rate and the number of disadvantaged, nonmetro
dominant SDA's experienced a substantial funding increase at the
expense of a slight reduction in funding for the other three
categories.

For those who work in rural development, the conclusions suggest
that, by virtue of its reliance on unemployment rates, the
current JTPA allocation formula produced higher expenditures per
disadvantaged person in the more rural SDA's during the study
period. This is a direct result of the unusually high
unemployment rates in many nonmetro areas at the time.

Metro/nonmetro differences in unemployment rates have recently
been declining, however, so the funding advantage provided by use
of unemployment rates may be rapidly diminishing. In contrast,
the metro/nonmetro poverty rate differential, defined in terms of
the percentage of individuals living below the poverty line, has
increased. In the future, heavier reliance on the poverty rate
to allocate JTPA funds may thus offer nonmetro areas a funding
advantage of comparable size and (probably) of greater stability
than that afforded in recent years by the unemployment rate.




Metro/Nonmetro Funding
Aliocation Under Title lI-A,
Job Training Partnership Act

John M. Redman

Introduction

This report examines the subject of metro/nonmetro funding
allocation under Title II-A of the Job Training Partnership Act
(JTPA) during program Year {PY) 87 (July 1987 through June 1988) .
Four major questions will be considered:

1. What is the current program structure, particularly the
distribution of program activity/funding between metro and
nonmetro areas under the existing all :zation mechanism?

2. How does spending per member of the civilian labor force,
per unemployed person, and per economically disadvantaged
person vary between metro and nonmetro areas?

3. What factors are most important in determining spending
patterns?

4. How do these patterns compare with those produced by
allocation formulas relying more heavily on other measures
of economic disadvantage?

Since the metro/nonmetro dimension of the Title II-A program has
not so far received serious study, this analysis may prove
particularly useful for those who work in the field of rural
economic development.

overview of The JTPA Title II-A Program

The Title II-A program, technically titled "Training Services for
the Disadvantaged: Adult and Youth Programs," was authorized in
1982 as part of the original Job Training Partnership Act
legislative package. This package also included summer youth
employment and training programs (Title II-B), employment and
training services for dislocated workers (Title III), services
for native Americans and migrant and seasonal farmworkers (Title
IV-A), the Job Corps (Title IV-B), and veterans' employment
programs (Title IV-C).

Administered by the U.S. Department of Labor (DoL), Title II-A is

the major Federal program designed to enhance the employability
of the economically disadvantaged through training services.

1
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Total local expenditure of Federal funds under Title II-A was
about $1.6 billion in PY87.

The definition of economically disadvantaged used to determine an
individual's eligibility for Title II-A services is given in the
legislation, which specifies six different categories of
eligibles:

1. An individual who receives, or who is a member of a family
that receives, cash welfare payments under a Federal, State,
or local welfare program. These programs include Aid to
Families with Dependent Children, General Assistance, and
Refugee Assistance.

2. 1Individuals whose total family income' for the 6 months
prior to program application was less than the poverty level
or less than 70 percent of the "lower living standard"
income level,? whichever was higher.

3. An individual receiving food stamps.

4. A homeless person as defined under the McKinney Homeless
Assistance Act.

5. A foster child on whose behalf State or local government
payments are made.

6. Low-income handicapped individuals whose own income is less
than the income thresholds in number 2 above but whose
family income exceeds those thresholds.

Title II-A funds are provided as block grants to the States,
which administer the JTPA structure. The program's local
administrative districts are termed "Service Dellvery Areas" or
SDA's The State is allowed broad discretion in defining SDA
boundarles This has resulted in wide variation across States in

'Exclusive of unemployment compensation, child support
payments, and welfare payments.

2’The "lower living standard income" is defined in the
legislation as "that income level (adjusted for regional,
metropolitan, urban and rural differences and family size)
determined annually by the Secretary [of Labor] based on the most
recent 'lower living family budget' issued by the Secretary."
This budget, in turn, was developed by the Bureau of Labor
Statistics (BLS) as an alternative measure of poverty level
income. Its computation was discontinued several years ago,
however. The annual adjustments called for by the legislation are
thus adjustments to the last budget issued by BLS. Caseworkers at
the SDA level are provided both poverty line and lower living
standard income levels for assessing individual eligibility. The
eligibility determination is then made by applying the higher of
the two measures to the individual's reported family income.

2




the number of SDA's within the State and the average SDA
population. There were 610 SDA's during PY87.

The amount allotted to each State is determined by a formula that
allocates two-thirds of available funds on the basis of relative
unemployment levels® and one-third on the basis of the number of
disadvantaged persons in each State. Seventy-eight percent of the
block grant funding received by each State must be allocated to
the 3DA's by the same formula used to distribute funds across the
States. These funds are termed "basic formula" funds. The
remaining 22 percent is available for State "set-~aside"
activities:*

1. Eight (of the 22) percent to State education agencies for
education and training services to eligible participants
through cooperative agreements.

2. Six percent for (a) incentive grants to SDA's that exceed
program performance standards and (b) technical assistance
to SDA's.

3. Five percent for auditing and general program
administration.

4. Three percent for special training for persons aged 55
and over who are economically disadvantaged.

Oof the basic Title II-A formula funds received by the SDA from
the State, 70 percent must be spent on training. Of the remaining
30 percent, no more than 15 percent may be spent for
administrative costs. The other 15 percent is for support
services fcr program participants (such as child care costs or

3rechnically, there are two unemployment-based measures. Each
is used to allocate one-third of total program funding among the
States. The first measure is defined as '"the relative number of
unemployed individuals residing in areas of substantial
unemployment in each State as compared to the total number of
such unemployed individuals in all such areas of substantial
unemployment in all the States." An area of substantial
unemployment is defined, in turn, as "any area of sufficient size
and scope to sustain a program under part A of Title II of the
Act and which has an average rate of unemployment of at least 6.5
percent for the most recent twelve months as determined by the
Secretary [of Labor]." The second unemployment measure is "the
relative excess number of unemployed individuals who reside in
each State as compared to the total excess number of unemployed

individuals in all the States." Excess number means the
", ..number of unemployed individuals in excess of 4.5 percent of
the civilian labor force in the State ..." or "...the number of

unemployed individuals in excess of 4.5 percent of the civilian
labor force in areas of substantial unemployment in each State."

“There is no information at the national level on how these
set-aside funds are allocated between metro and nonmetro areas.
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transportation). Forty percent of the dollars received must be
spent on youth programs, and up to 10 percent may be spent on
nondisadvantaged individuals with other important barriers to
employment (such as the handicapped or ex-offenders).

Within the SDA, the Private Industry Council (PIC) is the chief
administrative unit. The PIC is to "provide policy gquidance for,
and exercise oversight with respect to, activities under the job
training plan ifor its service delivery area in partnership with
the unit or units of general local government within its service
deliver - area" (Sec. 103(a) of the act). A majority of the PI™
member i1p consists of representatives of the private sector, but
it mus. also have local representation from organized labor,
educational and rehabilitation agencies, community-based
organizations, local economic development agencies, and the
public employment service. This membership blend is intended to
promote close program ties to the private business community,
while maintaining direct input from other key institutions.

The PIC must work closely with local elected officials because
any plan it develops must be approved by the chief elected
official(s) of each general unit of government within the SDA or
by their representative(s). The plan must, in addition, be
reviewed and approved by the governor. This rather elaborate
process is intended to produce a plan that has received broad
review and political support and thus stands a gond chance of
effective, sustained implementation.

Besides approving the local plans, the governor has primary
responsibility for ongoing administrative oversight. The governor
also manages the State set-aside programs.

Table 1 provides basic information on the PY86 organizational
structure and size of SDA's on a State-by-State basis.’ A review
of these structures suggests that States have taken five basic

Program data for PY 1986 and 1987 were obtained from the U.S.
Department of Labor (DoL). The program year runs from July 1
through June 30 with PY87 ending on June 30, 1988. Data are
reported to DoL by the individual States. The States, in turn,
receive data from each of the local SDA's, the program's basic
administrative unit. The standard reporting form used by all
SDA's is called the JTPA Annual Status Report (JASR). The JASR
provides information on activity levels, participant
characteristics, and program cost. Population data used in this
report to estimate the percentage of an SDA's total nonmetro
population in 1986 are county- and minor civil division (MCD) -
level estimates from the Bureau of the Census. Counties were
designated as metro or nonmetro depending on whether they were
within a metropolitan statistical area (MSA) as defined by the
Office of Management and Budget (OMB) in 1983.

4
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Table 1-—Organizational and size characteristics of SDA’s by State, PY86

PY86 1986
SDA organization number State Mean pop. Mean pop.
of SDA's  population per SDA per SDA type
Number
Single-State SDA's: 7 1,010,000
Delaware | 632,700 632,700
Dist. Columbin | 626,100 026,100
North Dakota 1 679,300 679,300
South Carolina | 3,375,300 3,375,300
South Dakota | 708,000 708,000
Vermont | 541,100 541,100
Wyoming i 507,500 507,500
Madified single-State SDA's: 28 609,574
Alabama 3 4,052,300 1,350,767
Alaska 3 533,600 177,867
Maine 2 1,173,600 586,800
Mississippi 3 2,625,500 875,167
Montana 2 818,800 409,400
Nebraska 3 1,597,800 532,600
Nevada 2 963,200 481,600
New Hampshire 2 1,026,900 513,450
New Mexico 3 1,479,800 493,267
Rhode Island 3 975,000 325,000
Woest Virginia 2 1,918,800 959,400
County-based SDA’s: 155 310,678
Colorado 10 3,266,700 326,670
Howait 4 1,062,300 265,575
Idaho 6 1,002,500 167,083
Indiana H 5,503,600 323,741
lowa 16 2,850,800 178,175
Kansas 5 2,460,400 492,080
Kentucky 9 3,727,900 414,211
Marylund 10 4,463,300 446,320
North Carolinn 26 6,331,600 243,523
Tennessee 14 4,802,900 343,064
Utah 9 1,665,300 185,033
Washington 12 4,462,500 371,875
Wisconsin 17 4,784,800 281,459
Moditied county-based SDA’s: 396 375,674
Arizona 16 3,279,700 204,981
Arkansas 10 2,372,200 237,220
California 51 26,981,000 529,039
Florida 24 11,674,900 486,454
Georpia 18 6,104,300 339,128
linois 26 11,553,200 444 354
Louisiana 17 4,501,300 264,782
Michigan 26 9,144,600 351,715
Minncsota 17 4,213,900 247,876
Missouri 15 5,066,000 337,733
New Jersey 17 7,619,600 448,212
New York 34 17,772,100 522,709
Ohio 30 10,752,500 358,417
Oklahoma 12 3,305,600 275,467
Orcgon 7 2,697,900 385414
Pennsylvania 28 11,889,200 424,614
Texas 34 16,682,100 490,650
Virginia 14 5,787,200 413,371
Town-based SDA States: 24 371,547
Connecticut 9 3,188,700 354,300
Massachusctts 15 5,831,900 388,793
U.S. total, 1986 610 241,037,800 395,144

Sourcc: JTPA Annual Status Report data, as compiled by the U.S. Department of Labor,

Officc of Strategic Planning and Policy Development.
5
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app.-oaches® to defining their SDA jurisdictions. These
approaches are:

1. The single-State SDA--all areas in the State are in one
SDA. These SDA's had, on average, about 2-1/2 times the U.S.
mean SDA population.

2. The modified single-State SDA--most of the physical area
of the State is in a single SDA, but selected metro areas
are designated as separate SDA's. The average SDA population
in these States was about 1-1/2 times the U.S. mean.

3. County~based SDA's--SDA jurisdictional boundaries are
defined exclusively in terms of county boundaries. The
number of counties in each SDA varies widely within and
between States. Average SDA size in these States was about
80 percent of the U.S. mean.

4. Modified county-based SDA's--SDA's are defined principally
by county boundary, but selected urbanized areas within
individual counties, such as a large city, are designated as
separate SDA's. The balance of the affected counties are
placed in different SDA's. Average SDA size was slightly
below the national mean.

5. Town-based SDA's--Connecticut and Massachusetts define their
SDA's principally in terms of town rather than county
boundaries. SDA average size was also slightly below the
national mean.

No one has examined SDA jurisdictional boundaries across the
Nation to see how closely they correspond to local labor market
areas.

Distribution of Program Activity by State and SDA Type

Tables 2, 3, and 4 present data regarding the distribution of
program activity by what I call SDA type. These categories are
defined in terms of the percentage of total 1986 SDA population
living in nonmetro areas. Four types’ were defined as follows:

1. Metro--zero percent of the SDA population living in
nonmetro areas.

2. Metro dominant--0.01 to 49.99 percent of the SDA population
living in nonmetro areas.

SThese categories were developed by the author for descriptive
purposes only. There are no such regulatory definitions.

"These categories were also developed for this study only.
There are no such regulatory definitions.
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3. Nonmetro dominant--50 to 99.99 percent of the SDA population
living in nonmetro areas.

4. Nonmetro--100 percent of the population living in nonmetro
areas.

Program activity is presented in terms of the total number of all
adult terminees, the number of welfare adult terminees, and the
number of youth terminees.® "Terminee" is a program term used to
denote a person who completed training or otherwise left the SDA
program without completing training. Welfare adult terminees are
a subset of all adult terminees (that is, adult terminees who had
been receiving welfare upon entry into the program). Youth
terminees are terminees who were less than 21 years of age when
they entered the program. Though they may be receiving welfare
support, they are included in the youth rather than welfare adult
category.

In PY87, there were 261 metro SDA's and 129 nonmetro SDA's. The
remaining 220 SDA's were distributed very evenly between these
two extremes. Metro SDA's accounted for slightly less than half
of the all-adult and youth terminees and a little more than half
of the welfare-adult terminees. Nonmetro SDA's accounted for
about one-eighth of the terminees in each group.

Tables 2, 3, and 4 are arranged by State according to the sum of
their terminees in nonmetro and nonmetro dominant SDA's. This
ordering was chosen to highlight States with the largest programs
in predominantly nonmetro areas. Seventeen States, located almost
exclusively in the Southeast and industrial Midwest, accounted
for two-thirds of the total terminees in these two SDA types. Ten
of the 14 largest programs were in these 17 States.

Alabama and South Carolina are anomalies within this
classification scheme. Each State has sizeable nonmetro
populations served by single, geographically extensive SDA's with
populations more than 50 percent metropolitan. Consequently,
these two States show no terminees in either the nonmetro or
nonmetro dominant categories despite large aggregate nonmetro
population percentages.?

Table 5 displays simple means for basic program characteristics
by SDA type across all 610 SDA's. Program cost is a measure of
Federal funds expended on training for each terminee group by the
SDA during the program year. Separate cost data are collected

8pata on the number of terminees and on program cost measures
are from the JTPA Annual Status Report (JASR) data provided by
the Department of Labor.

°In PY88, South Carolina disaggregated its single SDA into
several smaller SDA's. For the program year under study, however,
there was a single SDA for the entire State.

L]
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only for all adults and for youth. Costs for welfare adults are
not segregated from the all-adult total. The number of
participants is the total number of people who were in the
program during the program year, whether or not they finished
training. The difference between participants and terminees in a
given program year is the number of people who were in the
program at the end of the program year but who had not yet
completed training. For example, if a person began training on
June 1, 1986, but did not complete the program until August 1,
1986, he or she would be counted as a participant in both PY85
and PY86 and as a terminee in PY86.

The data in table 5 indicate that metro dominant and nonnetro
dominant mean program cost and size were comparable with metro
levels in both the all-adult and youth programs. Metro programs
did, however, have a considerably higher average number of
welfare adult terminees. The average nonmetro program was
considerably smaller on all measures than those in each of the
other three SDA-type categories.

Five socioeconomic measures, displayed in table 6, are contained
in the SDA~level data provided by the Department of Labor. These
estimates are made by DoL for modeling purposes and are not
reported directly by the SDA's.

The sociceconomic data indicate a steady decline in population
density from metro SDA's across the intermediate SDA types to the
nonmetro SDA's. This is the expected finding. There is also
congistent variation from metro through nonmetro on the four
other variables. The more nonmetro the SDA type, the lower the
prevailing wage rates and the higher the rates of unemployment
and families in poverty.

Relationship of Program Activity Levels tc 8ize of
Labor Force, Unemployment, and Economic Disadvantage

Table 7 provides some summary measures of PY87 program activity
as it related to the size of the civilian labor force, the number
of unemployed individuals, and the number of economically
disadvantaged within each SDA. Data for program activity are
taken from the JTPA Annual Status Report (JASR) data. Civilian
labor force, unemployment, and economically disadvantaged data
were also provided by DoL.

Data on the number of economically disadvantaged are from a
special tabulation of 1980 Census of Population data provided to
DoL by the Bureau of the Census. These counts are consistent with
the definition of economically disadvantaged used in the Title
II-A allocation formula. DoL has used these specific totals for
several program years to allocate Title II funds to the States.
The States; in turn, have used them to allocate funds among
SDA's. The reason for their repeated use is that =5 more recent
source exists of county-level data on the number of economically
disadvantaged.
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The civilian labor force and unemployment rate data were prov.ded
to the DoL program office by the Bureau of Labor Statlstlcs
(BLS) . These data are for PY87 (July 1987-June 1988).

Seven expenditure-based ratios are presented in table 7. These
ratios were calculated by dividing the relevanit program cost
variable by the relevant labor force or disadvantaged count. The
terminee-based measures in the continuation of table 7 use the
same denominator as these seven cost measures but employ terminee
counts in the numerator instead of expenditure levels.

In addltlon, I weighted the results to measure the effect of
program size on the expenditure ratios. For the expenditure-
based ratios, the weighted values use total SDA program costs for
the relevant terminee population (all adult or youth) as the
weighting variables. For the terminee-based ratios, terminee
counts are used.

The patterns displayed by these ratios are strong and consistent.
With few exceptlons, both weighted and unweightecd values show an
increase in level across SDA types from metro to nonmetro. In no
case was the metro SDA value higher than the value for either the
nonmetroc dominant or nonmetro SDA categories. The nonmetro SDA
mean value was always at least 16 percent higher than the metro
SDA mean. It was, indeed, approximately double on those
unweighted measures that used labor force or unemployment counts
in the denominator.

A comparison of the weighted and unweighted values shows that the
larger programs within each category had higher than average
values on almost all measures. This influence was strongest in
the metro and nonmetro dominant categories. The metro SDA
increase was sharpest relative to the nonmetro SDA increase on
those ratios using labor force or unemployment counts in the
denomii.ator. Size had much less influence on relative '
metro/nonmetro values for those ratios related to the
disadvantaged. '

0The number of SDA's in this labor force/disadvantaged
database is 599, 11 SDA's fewer than the number submitting JASR
reports in FY87. This discrepancy arises because the number of
SDA's dropped from 610 in PY87 to 599 in PY¥88, and DoL used the
PY88 structure in compiling the labor force/disadvantaged data.
These two data structures were reconciled without great
difficulty, however. On variables utilizing the labor force data,
there were one or two SDA's with very extreme values. These
cases were dropped in calculating national and SDA type means
because they substantially affected the mean values. The number
of SDA's on a partlcular measure in table 7 may thus be slightly
less than 599,
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The above results prompt the question: why are these variations
so systematic? The data permit examination of some hypotheses
regarding this issue.

As table 7 indicates, the largest metro to nonmetro differentials
are found in the total expenditures per member of the civilian
labor force. The correlations among the data elements show that
variatich in the unemployment rate was a strong predictor of
variation in expenditures per member of the civilian labor force.
This relationship is shown in table 8. The quartiles are defined
in terms of expenditures per member of the civilian labor force.
Among the four quartiles, the top quartile contains the 25
percent of SDA's (about 150) with the highest expenditures per
civilian labor force member. The table shows how the unemployment
rate drops sharply across the quartiles. This suggests that the
higher the SDA's unemployment rate, the morxe JTPA fundlng it
received per member of its labor force. This finding is
consistent with the heavy reliance on interstate differences in
unemployment rates to allocate Title II-A funds among the States.

I also performed a simple linear regression to measure this
association more systematically. The results suggest that the
variation in the unemployment rate explained about 71 percent of
the variation in total program expenditures per labor force
member.™

A second finding, also depicted in table 8, was that expenditures
per dlsadvantaged person living in the SDA rose sharply with
expenditure per labor force member. SDA's in the highest quartile
of expenditures per labor force member had mean expenditures per
dlsadvantaged person over twice the mean of the lowest quartile.
If unit program costs were comparable from one SDA to another, an
economically disadvantaged person living in a top-quartile SDA
(with high expenditures per labor force member) had about twice

"As noted in footnote 3, unemployment rate thresholds of 6.5
percent and 4.5 percent are used to determine State eligibility
for two-thirds of available funds. A finer level of analysis
centered around these thresholds was not pursued because the
explanatory power of the simple unemployment rate was very high,
and use of this single rate facilitated presentation of the
findings. However, the threshold data clearly reinforce the
interpretation presented in the main text. For @ach threshold,
the more nonmetro the SDA category, the higher the percentage of
SDA's with unemployment rates above that threshold. The
percentage of SDA's with unemployment rates above 6.5 percent
increases steadily from 31 percent for metro SDA's to 53 percent
for metro dominant, 60 percent for nonmetro dominant, and 72
percent for nonmetro SDA's. For the 4.5-percent threshold the
corresponding percentages are 64 percent, 89 percent, 90 percent
and 93 percent. Since expenditure ratios do not appear related to
the third formula criterion (that is, the number of economically
disadvantaged), incorporation of thlS threshold information would
probably explain a substantial part of the remaining variation in
the spending ratios, as shown in table 8.
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the chance of receiving training as one living in a bottom-
quartile SDA (with low expenditures per labor force member) .

Table 9 shows that, overall, total expenditures per disadvantaged
person varied across SDA's by a factor of 14. Mean expenditures
per disadvantaged person in the highest expenditure quartile was
almost three times the mean expenditures in the lowest quartile.

When differences in unemployment rates are controlled for, there
is a significant negative association between expenditures per
disadvantaged person and the number of disadvantaged persons
living in the SDA (table 9).% since the number of disadvantaged
is the third specific criterion used in the Title IXI-A allocation
formula, it seems anomalous that its allocative effect appears to
be more than offset by the influence of unemployment rates, which
had a slight negative correlation with the absolute number of
disadvantaged.

There was also a weak negative association between the
expenditures per disadvantaged person and the percent of SDA
families with incomes below the poverty line. Unlike the number
of disadvantaged, however, the poverty rate had a relatively
strong positive association with both the expenditures per labor
force member and the unemployment rate.' Since the poverty rate
is not a part of Title II-A's allocation formula, it is likely
that higher poverty rate SDA's tended to have higher expenditures
per labor force member due solely to their higher unemployment
rates.

To test this interpretation more formally, I regressed
expenditures per labor force member against the unemployment rate
and the poverty rate. The results strongly suggest that the
poverty rate prov‘ded no additional explanatory power beyond that
provided by the unemployment rate.' In other words, the poverty
rate, by itself, did not appear to directly influence patterns of
program expenditure. Higher expenditures per labor force member

2jyhen expenditures per disadvantaged person were regressed
against both the unemployment rate and the number of economically
disadvantaged persons living within the SDA, the variable for the
number of economically disadvantaged had a negative t-ratio,
which was significant at the 0.001 level. In contrast, the t-
ratio for the unemployment rate variable was positive and also
significant at the 0.001 level.

3phe Pearson correlation coefficients between the unemployment
rate and the poverty rate and between the unemployment rate and
the expenditures per member of the civilian labor force both
exceeded 0.5.

lbyhen the expenditures per labor force member were regressed
against the unemployment rate alone, the R-square value was 0.71.
It remained virtually the same when the poverty rate was included
as a second independent variable.
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in areas with higher poverty rates probably occurred because
poverty rates were positively associated with unemployment rates.

The positive interaction between poverty and unemployment rates
was not strong enough, however, to produce above-average
expenditures per disadvantaged person in areas of higher poverty
rates. In fact, as noted, there was a weak negative correlation
between the poverty rate and the expenditures per disadvantaged
person. This outcome is likely attributable to the higher ratio
of economically disadvantaged persons in areas with higher
poverty rates relative to the number in the labor force. This
higher ratio more than offset the advantage created for higher
poverty areas by use of the unemployment rate in the allocation
formule.

As for poverty in nonmetro areas (table 10), expenditure levels
in SDA's containing "persistent poverty counties" can be compared
with those which have some nonmetro population but are not
persistent poverty areas. Persistent poverty counties constitute
one category of the ERS Ross-Green typology of nonmetro counties
and are defined as those with average per capita incomes in the
bottom quintile of all U.S. counties in 1950, 1959, 1969, and
1979. These counties are located in 73 of the 343 metro dominant,
nonmetro dominant, and nonmetro SDA's. These 73 SDA's had, in
turn, mean poverty rates 6 percentage points higher (15.6
compared with 9.5) than the 270 metro dominant, nonmetro
dominant, and nonmetro SDA's containing no persistent poverty
counties. As shown in table 10, the persistent poverty SDA's
conform to the general patterns found above for the poorer
counties in all SDA's: mean unemployment rates were 1.1
percentage points higher, and expenditures per labor force member
were 24 percent higher, but expenditures per economically
disadvantaged person were 16 rercent lower.

Table 10—Unemployment rates, average expenditure per disadvantaged person and per member
of the civilian labor force, in and out of "persistent poverty county” SDA’s, PY87

S“DA'S. containing one or more Metro dominant, nonmetro
Item persistent poverty counties” dominant, and nonmetro SDA’s
containing no "persistent poverty county”

Percent
Unemployment rate 8.7 7.6
Percentage of families below the 15.6 9.5
poverty line
Dollars
Expenditures per disadvantaged 38 45
person
Expenditure per member of the 21 17

civilian labor force

Source: JTPA Annual Status Report Data, as compiled by the U.S. Department of Labor, Office of Strategic Planning and Policy Development.

20




A companion piece to this report' shows that metro SDA's tend
to have higher unit costs per terminee. Unit cost per terminee in
a given program year is defined as total Federal expenditures
under the Title II-A program divided by the number of program
terminees. Higher unit costs might come from differences in
participant characteristics (for example, a more or a less job-
ready clientele), differences in cost levels (for instance, the
need to pay higher trainer salaries and rents), differences in
operating efficiency, or differences in the types of services
provided. Whatever the reasons, not only is a smaller absolute
amount spent per disadvantaged person in the typical metro SDA,
but a dollar of expenditure does not go as far toward training
the average terminee.

In summary, then, the unemployment rate appears at present to be
the key factor in defining patterns of the expenditures per
member of the civilian labor force and the expenditures per
disadvantaged person in the Title 1I-A program. This pattern
appears to particularly benefit the more rural SDA's because they
tend to have higher than average unemployment rates and lower
than average unit costs. Secondly, expenditures per disadvantaged
person vary widely across SDA's and are negatively associated
with the number of disadvantaged. The wide variance in
expenditures per disadvantaged person means that disadvantaged
persons living in different SDA's face very different odds of
receiving training. Finally, expenditures per disadvantaged
person are somewhat lower in higher poverty areas. This suggests
that jurisdictions least able to afford training on their own
receive a lower level of support per disadvantaged person.

Alternative Allocation Scenarios

The apparent negative correspondence between the expenditures per
economically disadvantaged person and both the local poverty rate
and the number of economically disadvantaged raises the question
of how funding allocation would be changed if funds were
distributed in a manner that more directly reflected these
measures of economic distress. And further, in what ways would
such a reallocation affect the metro/nonmetro distribution of

program activity? To address these issues, two scenarios can be
propounded:

Scenario 1: Program funds are allocated to SDA's based on the
number of economically disadvantaged in each SDA.

Scenario 2: Program funds are allocated to SDA's based on the

number of economically disadvantaged weighted by the poverty rate
in each SDA.

5see John M. Redman, Metro/Nonmetro Program Performance Under
Title II-A, Job Training Partnership Act, AGES 9072, Econ. Res.
Serv., U.S. Dept. Agr., Dec. 1990,
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The criterion used in scenario 1 is the same as that currently
used by the Title II-A program in the third part of the existing
allocation formula, that is, the number of economically
disadvantaged in the locality. The criterion used in scenario 2
will distinguish between SDA's that had, in 1980, similar numbers
of economically disadvantaged but different poverty rates. If two
SpA's have the same absolute number of disadvantaged, the SDA
with the higher poverty rate will be favored.

Because aggregate State poverty rates had not been calculated by
DoL, the computations of the results of these two scenarios were
performed in a manner very different from the existing Title II-A
allocation procedure. As discussed in the earlier overview
section, the current funding plan employs a two-tier approach.
First, each State government receives an allocation from the
Federal Government; the State then allocates funds to the
individual SDA's. For our two scenarios, we simply bypass the
State and allocate funds directly to the SDA, based on the SDA's
values for the applicable criteria. If a two-tier approach was
applied to this exercise, the results might be very different.
There is no a priori way to estimate the magnitude of this
potential difference.

The procedure used here is conceptually similar, however, to the
"bottom up" approach to funding contained in both the
administration's and in Senator Simon's proposed amendments to
the JTPA legislation. Under that approach, funding allocations
are made to each SDA instead of to each State. The individual
SDA's share of the total funding is determined by comparing its
values on the allocation criteria (for instance, number of
economically disadvantaged) against those for all other SDA's. A
State's total funding becomes simply the sum of Title II-A funds
allocated to its individual SDA's.

Table 11 shows funding by region under each scenario expressed as
a percentage of PY87 Title II-A expenditure, as reported on the
JASR submissions. Under the first scenario (using the absolute
number of disadvantaged), New England and Ncs York/New Jersey
experience substantial increases in their allocations, while the
industrial Midwest (the East North Central region) experiences a
sharp decline. This result suggests that the Northeast has low
unemployment levels relative to the number of economically
disadvantaged, while the Midwest tends to have high unemployment
relative to the number of disadvantaged.

The results using the second scenario (weighting the number of
disadvantaged by the poverty rate) are substantially different.
Here, the Southeast and West South Central regions join the New
York/New Jersey area as major beneficiaries of the funding
change. This outcome suggests three things. First, the New
York/New Jersey area appears (based on 1980 data) to have both
relatively large numbers of disadvantaged and relatively high
poverty rates, since its funding levels increase substantially
under either scenario. Second, the Southeast and West South
Central regions have very high poverty rates relative to their
share of economically disadvantaged. Including the poverty rate
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in the formula makes a very big difference for each of these
regions. Third, New England benefits considerably from reliance
on absolute numbers of disadvantaged but loses most of this
advantage when the poverty rate is included.

At the other extreme, the Northwest joins the industrial Midwest
as a big loser under the second scenario. This indicates that
the industrial Midwest has not only relatively low numbers of
economically disadvantaged but relatively low poverty rates as
well. The Northwest shows this same pattern, though to a
somewhat lesser extent than the Midwest.

Also measured was the differential metro/nonmetro effects of
these two scenarios. The results are also presented in table 11.
Under the first scenario (using the number of economically
disadvantaged alone), metro SDA's experience a moderate increase
in the total amount of program funds made available to them.

This increase comes at the expense of the remaining three SDA
categories. The size of the decrease in these three other
categories increases as the category becomes more nonmetro.

This outcome gives a broad indication of the benefit nonmetro
areas receive from emphasis on the unemployment rate in the
actual program formula. As these findings indicate, the effect of
the unemployment rate more than offsets the effect of including
the absolute number of disadvantaged as the third leg of the
Title II-A funding formula.

Under the second scenaric (the number of disadvantaged weighted
by the poverty rate), little change from the existing allocation
occurs, except that nonmetro dominant SDA's receive an increased
share of funding. Here, the poverty rate appears largely to
substitute for the unemployment rate in directing funding to
nonmetro areas well in excess of what is received using only the
absolute number of disadvantaged.

Nonmetro areas might be better served over the long term by a
formula emphasizing the poverty rate rather than the unemployment
rate. In recent years, the metro/nonmetro difference in
unemployment rates has been steadily declining and for the year
1989 stood at just 0.5 percentage point. This reduction has not
produced a similar narrowing of poverty rates, however. In fact,
the metro/nonmetro poverty rate differential, defined in terms of
the percentage of individuals living below the poverty line,
increased from 3.5 percentage points to 4.4 percentage points
between 1980 and 1987. Use of the poverty rate, then, may offer
nonmetro areas comparable but more stable funding advantages
relative to those offered in recent years by the unemployment
rate.

Conclusions
The JTPA program is the main Federal effort to enhance the

employability of the economically disadvantaged. It is of central
importance to the many areas with no other ongoing source of
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employment and training funding and whose local revenue bases are
too small to support sustained independent efforts.

For those who work in the field of rural development, the
foregoing review suggests that, because of its reliance on
unemployment rates, the current Title II-A allocation formula
has, up to this point, produced higher expenditures per
disadvantaged person in the more rural SDA's. This has been a
direct result of the unusually high unemployment rates
experienced by nonmetro areas in recent years.

This finding is not necessarily inconsistent with past studies'
which argued that use of standard unemployment rates fur
allocating Federal funding discriminates against nonmetro areas.
Such discrimination arises, it is contended, because standard
unemployment rates fail to capture various dimensions of true
labor distress more prevalent in nonmetreo areas (such as
involuntary part-time employment, higher levels of discouraged
workers, or low and irreqgular income among farm proprietors) .
Echoing this theme, a recent Joint Economic Committee report on
employment and training programs stated:

Allocation of Federal program funds reveals an urban bias.
Despite the fact that nonmetro unemployment and
underemployment rates exceed metro measures by a third to a
half, nonmetro areas receive only about 13 percent of
employment and training funds. Federal procurement programs
also show a pronounced urban leaning. Another illustration
of implicit Federal discrimination is the funding formula
for the Job Training Partnership Act of 1982. Two-thirds of
the funding was allocated according to unemployment figures
of little relevance to the rural employment picture.
Because of under-reporting of unemployment and the way the
formula was designed, rural areas were denied over $100

For a discussion of this issue, see Sigurd R. Nilsen,
Assessment of Employment and Unemployment Statistics for
Nonmetropolitan Areas, RDRR-18, Econ. Res. Serv., U.S. Dept.
Agr., Dec. 1979. For a recent discussion of the use of and
alternatives to standard unemployment rates see Richard J.
Reeder, "Targeted State Aid to Distressed Rural Communities, "
Publius, 19 (2), spring 1989, pp. 143-160.

7The standard unemployment rate calculated and published by
the Bureau of Labor Statistics (BLS) is total unemployed as a
percentage of the labor force, including the resident Armed
Forces (U-5a). Alternative rates are also made available by BLS
but are not available at the county level. These alternatives
include components which reflect additional dimensions of labor
distress (such as the number of discouraged workers or those
employed part-time for economic reasons). The standard
unemployment rate is thus only one of several measures which BLS
itself has developed and one of +the many others (for example, per
capita income or the percentage change in unemployment) which
might also be used in formula allocations.
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million in funrnding from 1983 through 1985, according to a
preliminary analysis by the Generol Accounting office.'®

From this perspective, the higher Title II-A expenditure levels
in ronmetro areas are still well below levels justified if
congressional intent was to use the unemployment rate as a proxy
for overall labor distress. Within the context of the Title II-A
program, however, use of the simple unemployment rate held some
advantage for nonmetro areas compared with alternative criteria
which might have been applied, such as the number of economically
disadvantaged or the number of unemployed.

Practitioners should be aware, however, that the Title II-A
allocation formula is one focus of an ongoing congressional
review of the JTPA legislation. This review has important
ramifications for the future of rural employment and training
activity. Although it is still unclear if or how the formula
might be specifically modified, two major proposals have already
been presented, one from the Bush administration and one from
Senator Simon of Illinois.

These proposals reflect considerable "second guessing®” regarding
the use of unemployment rates as the dominant allocation
criterion.” A major concern has been the lack of

correspondence between the incidence of unemployment and of
economic disadvantage--a lack of correspondence evident in the
data presented above. As a consequence, both proposals would
greatly reduce the role of unemployment in setting allocations.
Instead, both would emphasize the number and concentration of
economically disadvantaged within the SDA.

As discussed above, increased emphasis in the allocation formula
on the number of economically disadvantaged would tend to work in
favor of metro areas whereas emphasis on a poverty rate-based
measure could work to both the short- and longer-term advantage
of the more nonmetro areas. The net effect of the formula change
on metro/nonmetro allocation will thus likely depend on the
balancé struck between the number and the concentration of
economically disadvantaged.

8pale Jahr, "The Rural Political Economy: Change and
challenge," U.S. Congress, Joint Economic Committee, Sept. 1988.

Ygee, for example, Abt Associates Inc., "An Assessment of

Funding Allocation Under the Job Training Partnership Act,"
Contract No. J-9-M-5-0051, U.S. Dept. of Labor, Aug. 1986.
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