
6

N
o
n
p
ro

fi
t 

W
o
rl
d
, 
V

o
l. 

1
4
, 
N

o
. 
1

A:
While federal grants
certainly have a
place in your fund-
raising arsenal, they
should not be dis-

proportionate to your other funding
sources. It is to your advantage to learn
as much as possible about what types of
grants are available and to pursue those
that fit your organization’s mission.

The following are some of the more
common types of grants that you may
encounter:

• Block Grant: Typically, a mandato-
ry grant to a state. Some block
grants consist of what had been
several smaller specific-purpose
grants consolidated into one
“block.” Block grants provide
greater flexibility of use and place
fewer federal administrative restric-
tions on the grantee than most
other types of federal grants.

• Closed-Ended Grant: A type of
mandatory grant with an upper
limit on the amount of funds the
federal government will pay for the
activities assisted.

• Cooperative Agreement: An
assistance award in which a grant is
made that anticipates substantial
involvement between the executive
agency acting for the federal gov-
ernment and the state, local govern-
ment, or other recipient during per-
formance of the contemplated
activity. 

• Discretionary Grant: A grant
which permits the federal govern-
ment to exercise judgment, through
a competitive process, in selecting
the project to be supported and the
organization to be awarded the
grant.

• Mandatory Grant: A grant which
a federal agency is required, by
statute, to award if the recipients
meet the eligibility requirements.
Mandatory grants are sometimes
referred to as “formula grants” and
include open-ended, closed-ended,
and block grants. The amount of
money awarded is usually deter-
mined by multiplying a fixed
amount of money times a mathe-
matical index. The index is usually
a measure of need based on such
factors as population, per capita
income, and various program-spe-
cific factors.

• Open-Ended Grant: A type of
mandatory grant authorizing appro-
priations sufficient to pay a set por-
tion of the grantee’s total cost, with
no upper limit. 

As these definitions indicate, a
cooperative agreement differs from
other grants in that the federal govern-
ment has “substantive involvement” in
administering the grant. This involve-
ment may take many forms. For exam-
ple, the federal government may ask to
review and approve each stage of the
project before work can begin on the

next stage. Or the government may
request final approval in the selection of
key personnel.

To learn more about cooperative
agreements and other types of federal
grants, see Public Law 95-224 (Federal
Grant and Cooperative Agreement Act
of 1977). Also, the Office of Management
and Budget (OMB) issues directives
through its various circulars. The follow-
ing circulars apply to grants awarded to
nonprofit organizations in the areas of
grant administration, cost accounting,
and auditing, respectively: OMB Circular
A-110, “Uniform Administrative
Requirements for Grants and
Agreements with Institutions of Higher
Education, Hospitals and Other Non-
Profit Organizations;” OMB Circular A-
122, “Cost Principles for Nonprofit
Organizations;” and OMB Circular A-133,
“ Audits of Institutions of Higher
Learning and Other Non-Profit
Institutions.” To receive any of these
publications, send a self-addressed
envelope to: Publications Office, U.S.
Office of Management and Budget, New
Executive Office Building, Washington,
D.C. 20503.     

For information on how grants
should fit into a nonprofit’s total fund-
raising plan, see Are You Sitting on a
Gold Mine? Fundraising Self-Assessment
Guide, available from the Society’s
Resource Center Catalog (included in
this issue, or call 800-424-7367).
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Q:
I am interested in learning more about the different
types of federal grants that exist, especially a kind of
grant called a “cooperative agreement.” Is this some-
thing that our nonprofit organization should learn
more about? Where can I get more information?

What Should You Know
about Federal Grants?


