
FISCAL FEDERALISM- FEDERAL GRANT MONEY 

Grant type Discretion and Oversight Funding Program example(s) 

Block grants Considerable discretion within 
general categories. Often created by 
consolidating categorical and project 
grants. Today there are 16 block 
grants. 

Formula basis. Funding is often based 
in part on prior funding levels under 
programs that are replaced. 

Education, health and human 
services, housing, criminal justice, job 
training, transportation- very broad 
programs 

Categorical grants Closely specified by federal grantor. May be formula or project. Often 
include matching requirement--
recipient financial effort. Usually 
includes maintenance of effort. 

See below 

Formula grants Narrow scope, specified nationally Distribution according to formula, 
usually based on need and effort. 

Medicaid, School Lunch Program, 
public housing, employment programs 

Project grants Often competition by prospective 
grantees, projects selected by 
federal administrators. Narrow 
scope 

Distributed based on federal 
administrative decisions 

National Science Foundation- $$ 
obtained by college professors 

Conditions of aid- “strings” attached to the grant. Tells the state what it must do to get some grant money. For example, if a state does not 
establish a highway beautification program, or lower the number of teen fatalities due to driving, it will lose 10% of its federal highway aid money. 
Most conditions are common sense- nondiscrimination, environmental protection, fair labor practices, and equal access. Others, like the example 
above impose sanctions (penalties) of loss of funds if certain conditions are not met. 
 
Mandates- “strings” or obligations without accompanying funds. Congress creates unfunded mandates when it passes laws requiring state and/or 
local governments to meet particular goals or enact particular regulatory programs and then fails to allocate resources to assist in the 
implementation of these programs. For example, the National Voter registration Act of 1993 requires states to establish procedures for voters to 
register at local welfare and unemployment compensation offices or when applying for a driver’s license. The law does not provide funds for states 
to do this- it just has to do it. 
 
Both of the above cost local and state governments billions of dollars. The question is, why take the money if there are so many “strings” 
attached? 


