












PART 1

James Madison had barely been bur-
ied in 1836 when territorial leaders 

named the place that would become the 
capital of Wisconsin after him. But one 
need only look at the local street signs to 
know it was more than just the common 
custom of naming places posthumously 
after deceased presidents that prompted 
the choice.
    Were the “Father of the Constitution” 
to rise from his Virginia grave and today 
walk the streets of the Wisconsin city 
that honored him, he would recognize 
the names of virtually all of the 
main avenues and roads. Doz-
ens of them around the Capitol 
building — including Hamilton 
and Washington, Langdon and 
Mifflin, Morris and Pinckney 
and Wilson and Carroll and King 
— were named after the men 
who attended the Constitutional 
Convention alongside Madison 
in 1787.1 
    Madison the man would 
immediately realize that Mad-
ison the city, at least around 
the Capitol, is quite literally an 
everlasting commemoration of the U.S. 
Constitution and most of the 39 men who 
signed it in Philadelphia.
    Were he, on the other hand, to walk in-
side the state Capitol at the center of it all, 
witness the workings of the budget, see 
how policy is made and why, ascertain 
just how deeply the state government has 

become intertwined with and dependent 
on the federal government, he might feel 
less than honored. 
    The Capitol at the heart of Madison 
the city, after all, contravenes so much 
of what Madison the man — and the rest 
of the framers of the Constitution — be-
lieved about the delineation of state and 
national governments.  

NATIONAL VS.
STATE GOVERNMENTS
    Had Madison lived to witness the 

naming of this city so far from 
the seat of national power, it’s 
likely he initially would have 
taken considerable comfort from 
the fact that settlers out here in 
the hinterlands chose to com-
memorate the Constitution at all.
    One of the principal concerns 
of those who opposed ratifica-
tion, after all, was that it would 
be a threat to the states, which 
were supposed to be the reposi-
tories of primary political power. 
Without the states protecting 
individual liberties and assuring 

that the power to govern in our republic 
comes directly from the people, detrac-
tors feared, the distant and intrusive 
national government would extend its 
tentacles into all facets of life.
    Alexander Hamilton and James Mad-
ison were both nationalists to be sure, at 
least in the context of the times. They, 
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“Father of the 
Constitution” 
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after all, were the 
authors of a Constitu-
tion forged in reaction 
to what Jay Cost calls 
“the miserable experi-
ences of the 1780s — 
an impotent national 
Congress combined 
with selfish and of-
ten illiberal states.” 2 
America was doomed 
under the mere Arti-
cles of Confederation. 
Hamilton was explicit 
in Federalist 6 about 
the dangers of “inde-
pendent, unconnected 
sovereignties” that he 
thought might devolve 
into violent conflict.
    Fearing unconnect-
ed sovereignties, how-
ever, should not be confused with fearing 
a balance between national and state 
power. Madison in particular was  careful 
to build in extensive safeguards for the 
states. Writing as Publius in the Federal-
ist Papers, he countered fears of national 
overreach with unmitigated assurances 
that the states would have powers later 
codified in the Tenth Amendment.
    “The powers not delegated to the 
United States by the Constitution, nor 
prohibited by it to the States, are reserved 
to the States respectively, or to the peo-
ple,” famously reads that part of the Bill 
of Rights.
    The Federalist Papers were not dia-

ries; they were public 
arguments, the equiv-
alent of 18th century 
op-eds that appeared 
first in the newspapers 
of New York. They 
were not a venue for 
expressions of doubt 
or rumination. But the 
authors — Hamilton, 
Madison and at times 
John Jay — seemed 
utterly convinced that 
the purview of the 
states would remain 
separate and apart.
    Hamilton, a firm 
believer in the “splen-
dor of the national 
government,” doubted 
ambitious national 
politicians would even 

care enough about mundane matters of 
state and local interest to attempt to usurp 
their power.
    He did recognize the “wantonness and 
lust of domination” inherent in many pol-
iticians. But even “allowing the utmost 
latitude to the love of power which any 
reasonable man can require, I confess I 
am at a loss to discover what temptation 
the persons intrusted with the adminis-
tration of the general government could 
ever feel to divest the States of (their) 
authorities,” he wrote in Federalist 17.
    The exercise would be “troublesome” 
and “nugatory” and “contribute nothing 
to the dignity, to the importance, or to the 

The Capitol at the heart of Madison 
contravenes so much of what James 
Madison believed about the delineation 
of state and national governments. 
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constitutes only one of the reasons we 
focus on this particular type of federal 
spending.
    We focus on monetary cost, to be sure. 
But the ever-expanding grants-in-aid sys-
tem illustrates just how deeply dependent 
states, including Wisconsin, are on the 
federal government in other ways as well. 
    This book demonstrates how the feder-
al government exercises an influence over 
the lives of Americans that is increasingly 
personal, and it details how the federal 
government effectively frustrates the de-
sires and abilities — indeed, the indepen-
dence and liberties — of so many state 
residents, no matter their political bent.
    And for what reason? 
    Wisconsinites paid over $53 billion in 
taxes to the federal government in 2017 
alone, according to the Internal Revenue 
Service Data Book. Some of that money 
stays in Washington, D.C., or is spent 
outside the country. And money that does 
flow back to the states does so in many 
ways: directly to people receiving federal 
entitlement payments such as Medicare, 
Social Security, unemployment compen-
sation or food stamps; salaries and wages 
of federal employees paid directly by the 
federal government; federal purchases of 
services or goods such as military equip-
ment (procurement); and grants.
    There are, in turn, many types of 
grants, including grants to universities 
and grants to non-governmental organi-
zations. But a big chunk of money takes 
the form of grants sent right back to state 
governments and local governments for 

everything from road building to edu-
cating our kids to child care to housing. 
There are scores and scores of such grant 
programs and, as you’ll see, there are two 
more bureaucracies — one at the state 
level and another at the local government 
level — that also have been constructed 
to make sure the “federal” money arrives 
and is directed back to the same plac-
es that sent it to Washington in the first 
place. 
    Politicians love these grants. Those in 
the nation’s capital get to claim they are 
helping constituents (i.e., voters) back 
home; and politicians back home get 
to brag about securing federal money 
to build the latest road or elevator or 
building.
    Our goal here is not to look at the 
issue from the perch that is Washington, 
D.C. Nor is this merely a theoretical or 
academic examination of constitutional 
issues. Quite the opposite. Using Madison 
the city as our platform, we write from 
the states’ view and with the knowledge 

2028

Federal debt held by the public
Percentage of GDP

2003 ’08 ’13 ’18 ’23

Actual Current-Law
Projection

100%

80

60

40

20

Source: Congressional Budget Office

 5 / FEDERAL GRANT$TANDING: Badger Institute FEDERAL GRANT$TANDING: Badger Institute / 6







FEDERAL GRANT$TANDING: Badger Institute / 8

Washington to do what is right?” only 
2 percent of Americans said “just about 
always,” and only 17 percent said “most 
of the time” in 2010, the last time Gallup 
asked that question.
    Perhaps most troubling, a majority of 
Americans in 2017 said they think “quite 
a few” of the people running 
the government are “crooked.” 
Collectively, we think we’re 
being cheated by many of the 
leaders of our country. Many 
of us believe that our leaders 
are corrupt — in other words, 
in it for themselves, represent-
ing their own interests rather 
than ours. There is a troubling 
disconnect between the people 
and the leaders, 
a sure sign of 
an unhealthy 
republic.    
    Faith in state 
governments is 
somewhat, but 
only somewhat, 
higher. Just 63 
percent of Americans currently have a 
fair amount or a great deal of trust and 
confidence in their state government, 
according to Gallup.
    Alexander Hamilton would not be 
surprised that Americans favor state gov-
ernment over the national one. Because 
state governments were the ones the 
founders foresaw dealing with citizens’ 
“personal interests and familiar con-
cerns,” it followed in Hamilton’s mind 

that Americans would favor govern-
ments closer to home.
    In Federalist 17, he argued that “upon 
the same principle that a man is more 
attached to his family than to his neigh-
borhood, to his neighborhood than to 
the community at large, the people of 

each State would be apt to feel a 
stronger bias towards their local 
governments than towards the 
government of the Union.”
    That bias in favor of and 
attachment to what is closest 
makes the argument for “sub-
sidiarity” — the hierarchy of re-
sponsibility that begins with our 
obligation to manage our own 
lives and care for our families 

and communi-
ties — logical 
and natural.     
We tend to care 
most about the 
same things 
over which we 
have the most 
impact and for 

which we have the most responsibility, 
those things closest to us.  That’s true in 
life, and it’s true in government.
    Put another way by Hamilton in 
Federalist 17, “It is that which, being 
the immediate and visible guardian of 
life and property, having its benefits and 
its terrors in constant activity before the 
public eye, regulating all those personal 
interests and familiar concerns to which 
the sensibility of individuals is more 

“It may be laid down as a general rule  
that (the people’s) confidence in and  

obedience to a government will  
commonly be proportioned to the 

goodness or badness of its  
administration.”  

— Alexander Hamilton in Federalist 27
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his corollary that “obedience to a gov-
ernment” is, like confidence, also pro-
portioned to goodness or badness. There 
is enormous conflict in this country, 
enough so that in the summer of 2018 
most Americans surveyed by Rasmus-
sen said they fear political violence was 
coming from opponents of President 
Donald Trump’s policies; nearly a third 
said they believe a civil war 
will occur within five years.2

A COMPLIANT CITIZENRY
    Still, while Americans have 
largely lost confidence, we 
remain a generally obedient 
populace. For all the vitupera-
tive mudslinging that occurs on 
social media, the vast majority 
of Americans do not 
take seriously talk of 
secession or nullifica-
tion. Most protest is still 
aimed at changing laws 
rather than ignoring 
them.  Most Americans, 
while at turns deeply 
concerned about the state of the republic, 
do respect and adhere to state and feder-
al laws. 
    We are a generally dissatisfied citizen-
ry but for now at least a fundamentally 
compliant one, even when it comes to 
the federal government in which we 
have little faith, regardless of whether a 
Democrat or Republican is in power.  
    Why? What is it other than good gov-
ernment, which most Americans believe 

does not exist, that causes us to remain 
obedient? What was it that the founders 
did not foresee?
    Hamilton, Madison and the other 
founding fathers could not have foreseen 
the widespread use of federal largesse 
both to individuals and to state and 
local governments. They could not have 
foreseen the ability of national leaders to 

grandstand, to buy support and 
obedience through grants and 
favors, through direct patronage 
rather than through good gov-
ernment. 
    It is not that they didn’t un-
derstand the power of patronage, 
as we will see; it is more that 
they didn’t foresee the ability 
and motivation of federal politi-

cians to use that corrupt-
ing tool to further their 
own interests at the state 
level.
    Americans see it 
today. In a Pew survey 
of 6,000 Americans in 
2015, just 22 percent 

said they thought that most elected 
officials put the interests of the country 
ahead of their own; 74 percent said they 
believe politicians put their own inter-
ests ahead of the nation’s.3 In sum, most 
Americans think our leaders are good at 
gaining attention and benefits for them-
selves, at grandstanding, but not very 
good at governing. 
    Though they certainly would recog-
nize the concept, the founding fathers 

“No government could  
long subsist without the  

confidence of the people.” 
— James Wilson, one of the 
signers of the Constitution



would not be familiar with the term 
“grandstanding,” a word not widely used 
until well into the 1800s. Perhaps the 
first reference in any mainstream publi-
cation to a “Grand Stand” at a horse race 
wasn’t until 1834 in New York Sporting 
Magazine, according to the Old English 
Dictionary. The use of the gerund — 
grandstanding — wasn’t popularized 
until much later.
    It wasn’t until perhaps the middle of 
the 20th century that the term was used 
as a common pejorative. In July 1948, 
for instance, The Saturday Evening Post 
described a general as “a blunderer; a 
grandstander; a bull in a china shop; a 
trouble causer.”
    
‘GRANTSTANDING’ 
IS BROAD AND DEEP
    We use the term — and our neolo-
gism, “grantstanding” — in the pejora-
tive sense as well, a way of describing 
politicians who seek applause and adu-
lation (and, of course, votes) from their 
audience.
    As you will see, the extent of this 
“grantstanding” is much broader and 
deeper than almost anyone knows, as 
are the consequences. In the absence of 
good government, it is this grantstand-
ing, this purposeful bribing of the citi-
zens and leaders of the states, that en-
genders the support of the people. And it 
forms an attachment to government that 
is much more tenuous and fragile than 
what was so long ago envisioned.   
    We might still, for now at least, be a 

largely obedient people. But the obedi-
ence that Hamilton envisioned is based 
too often on dependency and coercion 
and far too infrequently on respect — 
and that is not firm ground for a lasting 
democracy.
    We will save most of our specific con-
clusions and recommendations for the 
pages ahead and the summary at the end.     
But our fundamental finding is simple:   
There is tremendous “disquietude” and 
“repugnance,” to borrow terms used in 
the Federalist Papers, among the people. 
And one of the primary reasons is that 
the flow of “federal” money that for so 
long has increased politicians’ popularity 
is also undermining their credibility and 
ultimately the great experiment that is 
America. At the same time, that mon-
ey is in essence buying a very tenuous 
and brittle obedience that can last only 
as long as the grants do and is, in the 
meantime, costing the states and their 
residents dearly.
    Madison was confident, we know 
from Federalist 46, that if the federal 
government did “not possess the con-
fidence of the people,” its “schemes of 
usurpation will be easily defeated by the 
State governments, who will be support-
ed by the people.”
    As it is, neither government has much 
confidence or support — just the ability 
to buy obedience through the bribery of 
federal money, including grants-in-aid.  
Our fundamental recommendations: Try 
to limit the amount of money the federal 
government has to offer, and illustrate 

 11 / FEDERAL GRANT$TANDING: Badger Institute FEDERAL GRANT$TANDING: Badger Institute / 12



FEDERAL GRANT$TANDING: Badger Institute / 12

how accepting that money is self-defeat-
ing to the states and the people who live 
in them.   
    If tax dollars taken by the federal 
government were left in Wisconsin and 
the other states to begin with, not used to 
fund bloated bureaucracies at all levels 
of government, there would be more 
available for educating our children, 
paving our roads and assisting the needy 
at the local level — and doing so in a 
much more efficient and sensible way.
    Collecting fewer taxes in Wisconsin 
and reducing the amount sent to Wash-
ington and then sent back would in one 
fell swoop eliminate the need for thou-
sands of auditors, accountants and other 
bureaucrats and put millions of dollars 
in the hands of elected local and state 
officials, not to mention the pockets of 
taxpayers. 
    We can regain what’s been lost: mon-
ey, time, fairness, the ability to innovate 
and help our communities and our fam-
ilies, faith in ourselves and our abilities, 
and trust and confidence in our leaders.  
    There is much that can be done to be-
gin the process of reform in Washington, 
as you will see. But the states and the 
people themselves can begin the process 
by demanding transparency, publicizing 
exactly what it is we get along with fed-
eral money: increased costs and regu-
lations, illogical decision-making, loss 
of leadership and representation, and 
almost no focus on whether these grant 

programs are really accomplishing their 
objectives.
    Madison, in Federalist 46, opined that 
the new national government would be 
“disinclined to invade the rights of the 
individual states, or the prerogatives of 
their governments.”
    He was wrong as you shall see in the 
pages ahead.
    He also, however, allowed for the pos-
sibility that he might be wrong. Part of 
the reason the founding fathers believed 
in a strong national government was that, 
as Madison also wrote in Federalist 46, 
they were certain the states would push 
back in concert if the federal government 
tried to “extend its power beyond the 
due limits.” 
    He was confident that “ambitious en-
croachments of the federal government” 
on the states would alarm more than just 
a single state or a few states only. He 
envisioned a “general alarm.”
    Wisconsin is but one state. We hope 
this book serves as part of the alarm 
needed to enlist other states in what 
should be, in Madison’s words, a “com-
mon cause.”

1  Trust in Government, Gallup, news.gallup.com/poll/5392/trust-govern-
ment.aspx

3  Perceptions of elected officials and the role of money in pol-
itics, Pew Research Center (Nov. 23, 2015),  www.people-press.
org/2015/11/23/6-perceptions-of-elected-officials-and-the-role-of-
money-in-politics/

2  31% Think U.S. Civil War Likely Soon, Rasmussen Reports (June 27, 
2018), www.rasmussenreports.com/public_content/politics/gener-
al_politics/june_2018/31_think_u_s_civil_war_likely_soon

















whose sole job is just checking boxes.”
    Agency spokesman Tom McCarthy ac-
knowledged the growing presence of the 
federal government in local education.
    “There has been an increase in feder-
al dollars and positions to oversee their 
expenditure over the past 20 years. The 
department’s (state) general purpose rev-
enue-backed positions were reduced over 
the same time period by 
a similar amount,” he 
wrote in an email.
    “The federal govern-
ment,” McCarthy con-
tinued, “in both Repub-
lican and Democratic 
hands, has asked states 
that accept funding to 
implement programs in 
accordance with the laws 
passed by Congress.”

TEACHERS VS.  
ADMINISTRATORS
    Teachers are not the ones who have 
benefited from all of this federal largesse. 
In fact, over the past decade, average 
public school teacher pay declined 2 per-
cent, while overall public school spending 
climbed 27 percent, according to Robert 
Holland, a senior fellow for education 
policy with the Heartland Institute.
    “The most glaring disconnect is during 
these years, school administrators were 
growing the ranks of their non-teaching 
staff by 45 percent,” he wrote in a May 
2018 op-ed.6

    Holland continued, “The increase in 

non-teaching staff is in large part due 
to the impact of federal education laws 
… which specify the compliance hoops 
through which school districts and univer-
sities must jump to receive federal aid. To 
qualify, these education institutions must 
hire compliance specialists — battalions of 
them — to be sure reams of paperwork are 
complete to Washington’s satisfaction.”

    Neitzke agreed. “In-
stead of focusing on fed-
eral compliance, these 
are people who could 
be working to help the 
state and support local 
schools. The unfortunate 
fact is that cash does not 
move to the classroom 
as fast as it should. We 
should be results-driven, 

not compliance-driven,” he said.
     It’s an inefficient system designed to 
give power to Washington and to diffuse 
accountability, Neitzke said. “You send 
them a dollar; they (Washington) send you 
30 cents back. It’s an ancient, antiquated 
process.”
    Some state agencies, to be fair, are at-
tempting to stem the tide of federal inter-
ference. 
    The Department of Workforce Devel-
opment conducted a review of programs 
and federal mandates and then “requested 
relief from requirements that unnecessar-
ily add cost to taxpayers and impact our 
commitment to making state government 
more efficient, effective and accountable 
to the citizens of Wisconsin,” said spokes-
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Their workdays are spent 
not on improving delivery 

of services to the poor, 
sick and needy or 

enhancing children’s 
education but on making 

sure rules set in 
Washington are followed.
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man John Dipko. Changes would help 
streamline data reporting and relax some 
reporting requirements to allow more 
innovation by the state.
    Judging from the Obama adminis-
tration’s School Improvement Grants 
program, such local innovation is sorely 
needed.
    The administration was hailed initially 
for the program that spent $7 billion — 
the largest federal investment ever tar-
geted to failing schools — to help needy 
students in low-performing schools over 
five years. Unfortunately, the program had 
no discernible effect on test scores, gradu-
ation rates or college enrollment, a federal 
study published in 2017 found.7 
    “We’re talking about millions of kids 
who are assigned to these failing schools, 
and we just spent several billion dollars 
promising them things were going to get 
better,” Andy Smarick, a resident fellow at 

the American Enterprise Institute, told The 
Washington Post.8 “Think of what all that 
money could have been spent on instead.”
 

4  There are 6,177 FTEs in the Department of Health Services, 1,253 
of whom are federally paid. The agency has nine major departments 
staffed by federally paid employees: Public Health, Medicaid Services, 
Care and Treatment Services, Quality Assurance, the Secretary’s Office, 
Enterprise Services, Office of Legal Counsel, Office of Policy Initiative & 
Budget and Office of Inspector General. 

5  There are 2,499 FTEs in the Department of Natural Resources, 467 
of whom are federally paid.

6  Robert Holland, “Bureaucracy devours funds that could support 
teaching,” Deseret News (May 22, 2018).

7  Federal School Improvement Grant Program Had No Significant 
Impact on Student Achievement, American Institutes for Research 
(Jan. 19, 2017).

8  Emma Brown, “Obama administration spent billions to fix failing 
schools, and it didn’t work,” The Washington Post (Jan. 19, 2017).

1  There are 642 FTEs in the Department of Public Instruction, 312.4 of 
whom are federally paid, according to a Badger Institute analysis.

2  There are 783 FTEs in the Department of Children and Families, 377 
of whom are paid federally paid.

3  There are 3,494 FTEs in the Department of Transportation, 824 of 
whom are federally paid, largely because of massive federal highway 
funding. DOT’s total budget is over $6 billion, 29 percent from federal 
funds.
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with a locked entry in Washington, D.C. 
They follow along because the programs 
are often better than nothing. There are 
people who rely on them. 
    Local politicians and bureaucrats, in the 
end, see themselves as having no choice. 
They are, in essence, coerced. 
    U.S. Supreme Court Justices Antonin 
Scalia, Anthony Kennedy, Clarence Thom-
as and Samuel Alito in 2012 pinpointed the 
practical difficulty of turning down federal 
grants in National Federation of Indepen-
dent Business v. Sebelius — the so-called 
Obamacare case:
    “When a heavy federal tax is levied to 
support a federal program that offers large 
grants to the States, States may, as a practi-
cal matter, be unable to refuse to participate 
in the federal program and to substitute a 
state alternative. Even if the State believes 
that the federal program is ineffective and 
inefficient, withdrawal would likely force 
the State to impose a huge tax increase on 
its residents, and this new state tax would 
come on top of the federal taxes already 
paid by residents to support subsidies to 
participating States.” 1

    The justices found that the Medicaid ex-
pansion foisted upon states by the Afford-
able Care Act (Medicaid, unlike Medicare, 
is a state program) was unconstitutionally 
coercive under the Constitution’s Spend-
ing Clause.2 Some governors, as a result, 
turned down the federal money that would 
have come with a “full” Medicaid expan-
sion, a decision that in Wisconsin was 
politically unpopular.3 

    It’s not just state and local politicians, 
after all, who want the money. There are a 
lot of special interests that clamor for and 
benefit from federal funding as well. 
    It’s a willing pas de deux, but one partic-
ipant is decidedly taking the lead while the 
other is following along because he or she 
sees no other choice and can’t find a way 
out of the duet that, as we shall see in the 
coming pages, is more than just awkward.  
The subservient partner is well-compensat-
ed but miserable — the makings of a very 
unhappy marriage.

1  Supreme Court of the United States, National Federation of Indepen-
dent Business et al. v. Sebelius, IV, Page 28.

2  The U.S. Constitution’s Spending Clause (Article 1, Section 8) em-
powers Congress to collect taxes and other revenues “to pay the Debts 
and provide for the common Defence and general Welfare of the United 
States.” The U.S. Supreme Court pointed out in a seminal 1936 case, 
United States v. Butler, that James Madison thought that the phrase 
“general welfare” was one that “amounted to no more than a reference 
to the other powers enumerated” in the Constitution, while Alexander 
Hamilton “maintained the clause confers a power separate and distinct 
from those later enumerated.”  
    For years, Congress and the Supreme Court adopted an essentially 
Hamiltonian interpretation of the Spending Clause – i.e., expansive 
and unchecked federal spending powers. The court took a different 
stance in National Federation of Independent Business v. Sebelius.
Chief Justice John Roberts wrote that the Affordable Care Act’s attempt 
to coerce states into expanding Medicaid was an unconstitutional 
violation of the Spending Clause because the federal government 
threatened states with the loss of their existing Medicaid funding if 
they declined to comply. He went so far as to call the federal financial 
inducement a “gun to the head” of the states. The Medicaid expansion, 
a majority of the justices found, unconstitutionally undermined the 
status of the states as independent sovereigns and, by vesting too 
much power in the central government, was an affront to states’ rights, 
individual liberty and political accountability.  
    Justice Ruth Bader Ginsburg, who was not in the majority, noted that 
Roberts found an exercise of Congress’ spending power unconstitution-
ally coercive for the first time ever and predicted that Spending Clause 
challenges likely would arrive at the court in the wake of the decision. 
In essence, it now appears that challenges to at least some federal 
grants-in-aid, based on the theory that they violate the Spending 
Clause, might have legal merit.

3  Marquette Law School Poll, Oct. 23-26, 2014, Question 25. Approxi-
mately 60 percent of Wisconsinites polled said Wisconsin should have 
accepted the federal funds and the expansion, while 25 percent said 
the state should have rejected the federal funds for the expansion.
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PART  2

We now know the general extent of 
the federal takeover of state gov-

ernments and have seen both some of the 
monetary costs and the loss of local discre-
tion. But costs and losses to the states, to 
Americans who live far from the nation’s 
capital and to democracy itself as envi-
sioned by the founding fathers goes much 
deeper. 
    This part of the book goes into much 
greater detail regarding 
all the ways federal mon-
ey is far from free.  
   As you’ll see in the 
coming chapters, the 
grants-in-aid system 
robs us of our time, our 
money and our ability 
to innovate, to make 
ourselves and our com-
munities better — and it 
does so because we have 
almost no ability to hold politicians or 
bureaucrats accountable. 
    The grants-in-aid system has meant a 
loss of representation at every level of 
government, as our elected officials are 
hamstrung by regulations they didn’t cre-
ate and their constituents didn’t vote for. 
More and more power has been handed 
to an unelected bureaucracy, which poli-
ticians find easy to blame when it proves 
ineffective.
    The system harms those it was meant to 

help: the poor, the sick, those in need of an 
education so they can pursue the American 
Dream — and it does so by minimizing 
and sometimes eliminating the role and 
power of the states.
    James Madison believed in a “com-
pound republic of America,” as he wrote 
in Federalist 51. The “power surrendered 
by the people,” he wrote, “is first divided 
between two distinct governments, and 

then the portion allot-
ted to each subdivided 
among distinct and 
separate departments.” 
He made it clear that 
a national government 
is essential to securing 
the “weaker individual” 
against the “violence of 
the stronger.”  
    But Madison also 
made it clear that the 

states were to be defenders of liberty and 
property. 
    “The powers reserved to the several 
States will extend to all the objects which, 
in the ordinary course of affairs, concern 
the lives, liberties, and properties of the 
people,” he wrote in Federalist 45.
    Madison was not the only defender of a 
relatively strong national government who, 
nevertheless, saw the states in that light. 
    Fisher Ames, defending the Constitu-
tion in Massachusetts, said that the state 

Federal grants system 
leads to all manner of loss

The grants-in-aid system 
has meant a loss of 

representation at every
level of government as 
our elected officials are 

hamstrung by regulations 
they didn’t make and 

their constituents 
didn’t vote for.
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governments “represent the wishes, and 
feelings, and local interests of the people. 
They are the safeguard and ornament of 
the Constitution; they will protract the 
period of our liberties; they will afford a 
shelter against the abuse of power, and will 
be the natural avengers of our 
violated rights.”
   The so-called Anti-Federalists, 
those who argued against too 
strong a national government, 
against Alexander Hamilton and 
often against Madison as well, 
were even more forceful on the 
point. 
   “The Anti-Federalists’ defense 
of federalism and of the prima-
cy of the states rested on their 
belief that there was an inher-
ent connection between the 
states and the preservation of individual 
liberty, which is the end of any legitimate 
government,” wrote Herbert Storing in 
“What the Anti-federalists Were For: The 
Political Thought of the Opponents of the 
Constitution.” 1
   Liberty is a capacious word, often used 
and rarely defined. But it was clear to the 
authors of the Constitution what it was 
and what it wasn’t. 
   “Of Liberty then I would say that, in 
the whole plenitude of its extent, it is un-
obstructed action according to our will,” 
wrote Thomas Jefferson in 1819. “But 

rightful liberty is unobstructed action 
according to our will, within the limits 
drawn around us by the equal rights of 
others. I do not add ‘within the limits 
of the law’; because law is often but the 
tyrant’s will, and always so when it vi-

olates the right of an individual.” 
   The modern understanding of 
the term “liberty” — the state 
of being free from oppressive 
restrictions or requirements 
without impingement upon the 
rights of others – is similar and 
widely understood. Less appar-
ent: the multitude of ways that 
individuals can lose the liberty 
to act how they deem best for 
themselves and their communi-
ties. Today, federal usurpation 
of state and local powers has 

many illiberal ill-effects, one of which is 
overtaxation to fund illogical costs of the 
grants-in-aid system. 
   But, as you will see in the pages ahead, 
there are many other onerous impacts that 
obstruct actions which individuals would 
like the latitude to take for their own or 
their community’s betterment.
   Grants-in-aid are far from free. In fact, 
their many costs directly threaten the dura-
bility of the American experiment.

Thomas Jefferson

1 Herbert Storing, “What the Anti-federalists Were For: The Political 
Thought of the Opponents of the Constitution,” Page 15.



Through grants-in-aid, the federal gov-
ernment inserts itself into everything 

from environmental issues to research on 
aging, wetland management, hunter safety, 
water quality, nutrition and health issues, 
crime victim assistance, land acquisition 
and gang resistance — to name just a few 
ostensibly “national” policy areas that 
often seem to have very little to do with 
national interests at all. 
    Perhaps nowhere, however, is the fed-
eral influence on local concerns as great 
as it is in education — part of the reason 
we’ve focused so much on 
education in the Badger 
Institute’s Project for 21st 
Century Federalism. 
    All across the small 
towns and cities of the Midwest, teachers 
and administrators feel set upon by far-
away overseers in Washington, D.C. The 
government employees on the front lines 
adhere to the rules because they have no 
choice. But many see the rules as non-
sensical and chafe at sometimes absurd 
restrictions.  
    Just one example: Federal rules prohibit 
special education students from riding on 
buses with non-special education students, 
requiring districts to operate duplicative 
bus routes, said Drew Niehans, business 
manager of the Weyauwega-Fremont 
School District in Waupaca County.
    “This not only limits our routes but will 
also not always be in the best interest of 

the (special education) students as it will 
isolate them,” he said.
    Niehans was one of hundreds of school 
officials — teachers, administrators and 
school board members — who responded 
to a series of Badger Institute surveys in 
2017 and 2018 asking them about how 
federal involvement in their schools affects 
them and their students.
    The predominant opinion: Giving more 
flexibility to local educators and parents 
would help schools operate more efficient-
ly and effectively — and it would be better 

for the students. 
    “Leaving major deci-
sions up to local school 
boards who know and 
understand their commu-

nities and the needs of the community is 
the most important ingredient in allowing 
schools to function efficiently and effec-
tively,” said one school board member, 
who did not give permission in the survey 
to use her name.
    “TRUST the local school boards to 
make appropriate decisions for their 
communities!” wrote another school 
board member. “We are the ones in direct 
contact, living in community with our 
teachers, students and their parents. We are 
the ones available and accountable for the 
results of our policies.”
    “We need the freedom to address our 
local needs in the way our communities 
desire rather than fulfilling regulations 

Loss of local control
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“There’s no room for  
thinking outside the box.”  

— Susan Jarvis, business manager  
of the Salem School District
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and requirements that often are designed 
for heavily populated areas with vastly 
different demographics,” another school 
board member responded.
    Federal involvement in the operations 
of local schools reduces innovation and 
accountability, officials said.
    Among administrators, 83 percent  
said it is at least “likely” there would be 
more innovation in schools if they had 
more discretion over how federal funds 
are spent. Most of those respondents 
(50 percent of the total) said it would be 
“much more likely.” Eighty-one percent, 
in the meantime, said accountability 
would improve or stay the same.
    Teachers largely agreed: 52 percent 
outside Milwaukee Public Schools and 
49 percent in MPS said there would be 
more innovation if they had more discre-
tion over how federal funds are spent; 20 
percent said there would be at least the 
same amount. More than 59 percent said 
accountability would improve or stay the 
same. 
   The Badger Institute surveys were con-
ducted via email through Survey Mon-
key. Questions were multiple choice, 
but respondents could comment. Some 
respondents were contacted by phone or 
email for follow-up interviews. Answers 
were anonymous unless respondents 
gave their permission to be identified. 
The full surveys can be found in the Ap-
pendix of this book.
    “There is no room for thinking outside 
of the box,” said Susan Jarvis, business 
manager of the Salem School District in 

Too much federal involvement

Source: Badger Institute surveys
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    Jeff Kasuboski, superintendent of the 
Wautoma Area School District in Wausha-
ra County, would like to revamp his 
after-school program so students could 
volunteer and spend time with what he 
calls an “untapped resource” — senior 
citizens. 
    He is not the only one who thinks there 
would be value in that.
    In “The Vanishing American Adult,” 
U.S. Sen. Ben Sasse (R-Neb.) wrote 
trenchantly of “helping our kids flee their 
generational ghettos” as a way of “help-
ing them wrestle with the great teacher 
that is mortality.” He advocated for more 
interaction — any interaction really — 
between strictly age-segregated kids and 
senior citizens who can provide some 
wisdom while benefiting themselves. 
    Yet the federal government actually 
prevents that from occurring. Because the 
coordinator of Wautoma’s after-school 
program, which is partially financed with 
federal dollars, spends nearly half her 
time administering all of the district’s 
federal grants, she doesn’t have time to 
take on that project. 
    That’s a shame, but not the only one. 
Even more than interaction with senior 
citizens, students need time with their 
teachers. Paperwork is depriving them of 
that essential contact.  
    Many teachers said they must stay late 
after the school day or take work home 
to complete federal paperwork. Almost 

60 percent said federal paperwork takes 
teachers and staff away from students 
and the classroom. Among MPS special 
education teachers, it was 70 percent.
    “Government should not be making de-
cisions on what goes on at our level,” said 
a teacher from the Unified School District 
of Antigo in Langlade County. “They have 
no idea what we do in the classroom on a 
daily basis. It is so frustrating, as they have 
no idea what is best for kids.”
    Much of the problem is the propensity 
of government regulations to grow. It’s 
automatic, reflexive and unthinking. But 
there is also a basic distrust. Teachers 
become teachers to teach, not for money. 
Yet we don’t trust them to do that — 
and there’s no evidence the distrustful 
approach is working. In fact, evidence 
suggests that educational outcomes 
have declined as federal involvement in 
schools has increased.1 
    “If teachers are allowed to practice our 
craft, of course within research-based 
parameters, we could reach more students 
on a deeper level,” one Appleton teacher 
commented. “Constant standardized test-
ing and lack of flexibility and creativity is 
harming our inner city students.”
    Sometimes, in fact, the harm from fed-
eral interference is actually physical — as 
you will see in the next chapter.

1  Kyla Calvert Mason, “Wisconsin Fourth-Graders Lose Ground On Na-
tional Reading,” Wisconsin Public Radio (April 10, 2018), www.wpr.org/
wisconsin-fourth-graders-lose-ground-national-reading-exam.



Loss of discipline

Students regularly just walk out of 
Jennifer’s classroom without permis-

sion. 
    It’s a consequence, says the special 
education teacher in the Milwaukee 
Public Schools, of disciplinary rules that 
seek to reduce the number of suspen-
sions but are extremely disruptive and 

sometimes even put teachers and stu-
dents at risk.
   “In previous years, a student leaving 
the classroom and running around the 
hallways was rare. Now, it happens 
every day,” Jennifer, who asked not to 
be named, told the Badger Institute. “I 
have seen leaving the classroom for the 
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    “Principals are afraid to give out 
appropriate responses to egregious 
behaviors because they are facing 
pressure to keep suspensions down. 
The level of behavior at my school has 
plummeted dramatically,” she said.

A HIGH COST
    Similar concerns are being voiced all 
across the state. 
    “I fear that we are driving the gifted 
and talented middle-of-the road kids 
out of our schools and into neighboring 
districts or private schools,” one Mad-
ison teacher told the Badger Institute. 
“Schools where teachers can teach and 
send a disruptive student out of the class.”
    “Good kids are leaving the district be-
cause they’re being bullied and mistreat-
ed. And teachers feel more demoralized, 
feel that they’re not being listened to,” 
another teacher said.
    The policy also has affected academic 
performance.
    The Wisconsin Institute for Law & 
Liberty looked at seven years of data 
from more than 2,000 Wisconsin public 
schools to gauge the effect of PBIS on 
test scores and suspension rates.5 
    It found math and reading proficiency 
was lower among schools that imple-
mented PBIS. The negative effect was 
strongest in suburban and rural schools. 

In Milwaukee, there were negative effects 
on proficiency in English/language arts.
    “While the Obama administration 
may have been well-intentioned in their 
advocacy for PBIS, they usurped local 
authority by pushing this one-size-fits-
all discipline policy on school districts 
across the country,” study co-author Will 
Flanders said. “This study shows that 
while these policies may have accom-
plished their goal in decreasing suspen-
sions among African-American students, 
the policies appear to have unintended 
consequences on the education climate.”
    U.S. Education Secretary Betsy De-
Vos, as of this writing, is considering re-
pealing the policy.6 And for good reason. 

1  Dear Colleague Letter: Nondiscriminatory Administration of School 
Discipline, from the U.S. Department of Justice, Civil Rights Division, and 
the U.S. Department of Education, Office of Civil Rights (Jan. 8, 2014),
2.ed.gov/about/offices/list/ocr/letters/colleague-201401-title-vi.pdf

2  Paul Sperry, “Behind Cruz’s Florida Rampage, Obama’s School-Lenien-
cy Policy,” RealClearInvestigations (March 1, 2018), realclearinvestiga-
tions.com/articles/2018/02/28/obama_administration_school_disci-
pline_policy_and_the_parkland_shooting.html

3  Richard A. Oppel Jr., Serge F. Kovaleski, Patricia Mazzei and Adam 
Goldman, “Tipster’s Warning to F.B.I. on Florida Shooting Suspect: ‘I 
Know He’s Going to Explode,’ ” The New York Times (Feb. 28, 2018).

4  Annysa Johnson, “MPS agrees to settle U.S. civil rights complaint 
over discipline of black students,” Milwaukee Journal Sentinel (Jan. 17, 
2018).

5  Cameron Sholty, “WILL Study: Obama-era Education Department 
policy hurts Wisconsin Students,” Wisconsin Institute for Law & Liberty 
(Jan. 23, 2018).

6  Michelle Hackman, “DeVos Hears Arguments on Obama-Era School 
Discipline,” The Wall Street Journal (April 4, 2018).
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questions, too, about decisions that were 
made in the past. 

THE KINDNESS OF 
STRANGERS — OR NOT
    Just why, for starters, federal grants 
should be used to fund a hyper-local 
streetcar isn’t much, if at all, publicly 
discussed. 
    Robert W. Poole, founder of the Rea-
son Foundation, points out in his book, 
“Rethinking America’s Highways,” that 
CMAQ grants originated as part of the 
Intermodal Surface Transportation Effi-
ciency Act (ISTEA) in the early 1990s. 
    A variety of federal grants that were 
originally part of the ISTEA legisla-
tion now fund everything from “traffic 
calming” projects to bike paths. 
    “All of this illustrates the loss of na-
tional purpose and focus in the federal 
transportation program as it now ex-
ists,” writes Poole.5 “When legislation 
in 1956 expanded the federal govern-
ment’s role in transportation to create 
the Interstate System, the Interstates 
were clearly a national project with 
national benefits in fostering interstate 
commerce.”
    “Traffic calming in Tampa and Boise 
or bike paths in Buffalo and Phoenix do 
not provide national benefits.”

A HISTORY LESSON
    Whatever happens in the future, an-
other truth is already evident. Decisions 
made because of federal funding are 
almost impossible to unravel and can 

easily lead to other questionable deci-
sions down the road. 
    The Couture — a long-awaited $122 
million, 44-story apartment building that 
will house the eastern terminus of the 
Lakefront Line — is an example. 
    Supporters of the streetcar point to 
the possibility of The Couture as further 
proof of the project’s impact on econom-
ic development. But a close look at the 
history of the project and its site points 
to another lesson altogether. 
    The Couture is expected to be built on 
the former site of what is widely ac-
knowledged to be one of the city’s most 
colossal, federally funded white ele-
phants — the Downtown Transit Center.6      
    The center would not have been built 
without federal funds used to purchase 
the valuable lakefront property in the 
1970s for an I-794 interchange.
    When the interchange failed to mate-
rialize, planners shifted gears. They used 
$10 million in federal tax dollars to build 
the center at 909 E. Michigan St. as part 
of the $27.5 million Northwest Corridor 
project.
    The Northwest Corridor Project, like 
so many programs funded with federal 
money, was well-intentioned. The goal 
was to connect inner city workers to 
northwest side employers. But, like the 
interchange plan, it was fatally flawed.  
The transit center site is along the lake-
front in the far southeastern corner of 
downtown, far from where inner city 
residents live or, for the most part, work. 
    Very few people ever used the tran-
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    “Everyone who was involved with it 
knew it would never work as a down-
town transit center,” Yunker said in an 
interview. “It was a transit center in 
name only. It was a bus-marshalling cen-
ter the FTA was willing to fund but only 
if it included a waiting room.”
    The transit center sat empty for a 
quarter-century until the county agreed 
to sell it to Rick Barrett (no relation to 
the mayor), The Couture’s developer, for  
$500,000. Only there was a catch. 
    The site was appraised at $8.9 million 
and, because it was developed using 
federal money, the deal needed the ap-
proval of the FTA. Without FTA approv-
al, the county would have had to have 
paid back to the federal government the 
difference between the sale price and the 
appraised value — about $8.4 million.  
    The FTA did approve the sale, but 
only on the condition the site be used for 
“another (transportation) capital project” 
— the streetcar. 
    Ergo, there is a valid argument that 
adding the streetcar made The Couture 
development possible, but only because 
earlier poor decisions motivated by 
“free” federal money made other pri-
vate development there in decades past 
impossible  — and resulted in a situation 
wherein private development could not 
easily occur without having to pay back 
federal money that should not have been 
spent in the first place.
    The only way to avoid paying the fed-
eral government back, at the same time, 

was extending the streetcar — surely, no 
matter what one thinks of the deal, not 
the smartest way to reach a decision. 
    As of this writing, Couture developer 
Barrett has yet to receive loan guarantees 
from the U.S. Department of Housing 
and Urban Development for his luxu-
ry apartment complex. That poses the 
possibility that the project’s construction 
will begin later than expected, threaten-
ing the timetable for completion of the 
streetcar’s Lakefront Line.
    But city officials say they have an 
undisclosed “backup plan” to finish the 
line with or without The Couture’s com-
pletion. Meanwhile, streetcar tracks end 
suddenly on east Michigan and Clybourn 
streets — unjoined. 
    “If we don’t have some connection 
there, we basically have two long rail 
sidings,” Milwaukee Ald. Robert Bau-
man told the Milwaukee Journal Senti-
nel. The Lakefront Line tracks are unus-
able without that connection.
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1  Marquette University Law School Poll (Oct. 24, 2017), law.marquette.
edu/poll/2017/10/24/new-poll-shows-milwaukee-areas-divided-feel-
ings-on-foxconn-views-on-other-topics-as-marquette-law-school-launch-
es-expanded-public-policy-program/

3  Molly Dill, “Who’s going to ride the streetcar?” Biz Times (April 16, 
2018), www.biztimes.com/2018/ideas/economic-development/whos-
going-to-ride-the-streetcar/

4  Sean Ryan, “Streetcars rolling into Milwaukee March 26, testing to 
follow,” Milwaukee Business Journal (March 16, 2018).

5  Robert W. Poole, Rethinking America’s Highways (The University of 
Chicago Press, 2018), Page 48.

6  Dan Benson, “The Federal Grant to Nowhere,” Badger Institute 
magazine (Spring 2016), badgerinstitute.org/WIInterest/Spring2016/
wispring2016benson.pdf

2  Keith Lang, “Feds tout Charlotte streetcar as transportation 
cliff nears,” The Hill (July 14, 2015), thehill.com/policy/transporta-
tion/247870-feds-tout-charlotte-streetcar-as-transportation-cliff-nears
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Loss of money   

Direct spending through the grants-
in-aid system is expected to reach 

$728 billion in 2018 — but that’s just the 
tip of the proverbial iceberg. That num-
ber doesn’t include all the administrative 
costs spread out through the bureaucratic 
maze in Washington, D.C., and it doesn’t 
include the full extent of the spending of 
state and local tax dollars necessitated by 
the acceptance of the federal grants. 
    At the federal level, the bureaucracy 
required to administer 
grants-in-aid is equal to 
about 10 percent of the 
total amount awarded, 
which would be almost 
$73 billion in 2018, es-
timated Chris Edwards, 
director of tax policy 
studies at the Cato In-
stitute and editor of downsizinggovern-
ment.org.
    But that is just federal spending.
    In a 2010 study from George Mason 
University, economists found that every 
dollar received through a federal grant 
stimulates a permanent increase in state 
and local taxes or fees of 33 to 42 cents.1

    In another study published in 2015, 
Eric Fruits of Portland State Universi-
ty reviewed 40 years’ worth of federal 
grants to states and found that for every 
dollar received through federal grants, it 
cost state and local taxpayers nationwide 
on average about 82 cents in additional 

taxes and fees.2

    For Wisconsin taxpayers, it’s even 
more — $1.34 per federal dollar, Fruits 
found. Depending on whose estimate 
one accepts, the true monetary cost of 
the entire grants-in-aid system is some-
where between $1 trillion and $1.5 
trillion. 
    It’s impossible to get an exact tally 
because almost no one thinks about the 
ancillary costs. At the state and local 

level, for instance, the 
City of Milwaukee has 
been turned down three 
times by the feds to help 
fund the operations and 
expansion of its new 
streetcar system. Each 
application requires 
untold hours of work by 

a cadre of city officials.
    “There are enormous amounts of 
time wasted in applying for these grants 
every year, and they often don’t even get 
them,” Edwards said. “How many per-
son-years have been wasted by school 
districts competing for grants they’ve 
never received?”
    It’s the same story for myriad state 
agencies and school districts, which 
often employ people at higher-than-av-
erage salaries just to chase more grant 
money. 
    A Badger Institute survey of Wiscon-
sin school superintendents, school board 

“How many man-years 
have been wasted by 

school districts competing 
for grants they’ve  
never received?” 

 — Chris Edwards of the Cato Institute
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vices, local officials say. For instance, 
school districts around the state saved 
millions in health insurance costs follow-
ing the passage of Act 10 in 2011. But 
those savings were seen as reductions in 
services by federal auditors, who forced 
districts to spend the savings or have 
their federal funding cut.

2  Eric Fruits, “Impact of Federal Transfers on State and Local Own 
Source Spending,” ResearchGate (November 2015), 
researchgate.net/publication/284159917_Impact_of_Federal_Trans-
fers_on_State_and_Local_Own_Source_Spending

1  Russell S. Sobel and George R. Crowley, Mercatus on Policy: Ratchet-
ing Taxes, Mercatus Center, George Mason University (October 2010), 
mercatus.org/system/files/Do%20Intergovernmental%20Grants.MoP_.
Sobel_.10.25.pdf







  

plying with federal rules is now their 
primary directive.
    “Special education has become more of 
a focus on completing paperwork for ac-
countability and less about actually teach-
ing the students and meeting their needs,” 
a teacher from Whitehall School District in 
Trempealeau County commented.

    “Administrators take the stand that 
‘paperwork has to be completed, so have 
your (teaching aides) work with the 
students, and you do the paperwork.’ This 
is not why I became a teacher. I want to 
teach,” the teacher said.
    “I wonder how parents would react if 
they knew that I was the one teaching 

Federal audits duplicative, don’t measure outcomes
   If an entity receives more than $750,000 
in federal grant dollars annually — an 
amount that appears to have been chosen 
at random — it must submit to what’s 
called a Single Audit. 
   In Wisconsin alone every year, hundreds 
of government agencies, school districts 
and nonprofit organizations undergo the 
annual exercise many consider expensive, 
burdensome and pointless. 
   Getting a handle on just how expensive 
is difficult. A request for information by 
the Badger Institute in 2016 to just school 
districts found that of the 105 districts that 
provided the information, they paid out a 
combined $807,726. 
   In general, it costs a smaller district from 
$1,500 to several thousand dollars to hire 
auditors, school officials said. In larger 
districts, the audit can cost tens of thou-
sands of dollars or more if auditors uncover 
what federal bureaucrats consider to be a 
problem. 
   The cumulative cost is in the millions of 
dollars — a sum that many of those closest 
to the process say results in little of value.
   In the Cedarburg School District in 
Ozaukee County, for instance, an auditor 
sampled records for 40 children with a va-

riety of disabilities whose bus trips are paid 
for by the federal government. The audit 
reported two students whose parents, for 
privacy reasons, did not consent for the 
district to bill Medicaid. Failing to check 
that box cost the district $17,266 in local 
tax dollars.
   The bureaucratic burden is “pretty hefty.  
A lot of district officials wonder if the juice 
is worth the squeeze,” said Cedarburg 
Director of Pupil Services Ted Noll.
   The audits are also costly timewise, offi-
cials said.
   For instance, grants that support profes-
sional development for teachers require 
recording the teacher’s training or edu-
cational activity, details on the substitute 
filling in while the teacher is training and a 
record of where the substitute worked and 
for how long.
   Even for large districts, the level of re-
cord-keeping required for programs can be 
a strain.
   The West Allis-West Milwaukee School 
District in Milwaukee County, for instance, 
is the state’s 12th-largest district with more 
than 9,500 students, 1,200 employees 
and a budget of $123 million.  It spends 
less than $25,000 in grant aid from the 
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had only one car.
    She oversees a class of 18 children, 
one of whom is non-verbal and requires 
special technological assistance to com-
municate. Another of her students has 
cancer, which requires special cleanliness 
measures.
    “It’s a juggling act. You get to the point 

where you do what you can and not wor-
ry about the rest, which is real sad and 
real hard,” she said. “I’ve been a teacher 
for 31 years, and each year it gets harder 
and harder.”
    More than half of the teachers sur-
veyed said they would spend more time 
in class with students if they were re-
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2   Neal McCluskey, “The Folly of Federal Policy,” Cato Institute (March 
28, 2006), cato.org/publications/commentary/folly-federal-policy

1   Lauren Camera, “Title I and Inequality,” U.S. News & World 
Report (June 1, 2016), usnews.com/news/title-i

   Sometimes, the programs have mor-
phed into something other than what 
they were originally intended to be. 
Sometimes politicians don’t care as much 
about outcomes as the perception they 
are doing something of value for voters. 
Sometimes, there’s just disagreement at 
the federal level about the purpose.
   For instance, the Academic Competitive 
Grant program assists low-income stu-
dents who want to pursue science, engi-

neering, math or languages studies.2 The 
program is often attacked, however, by 
politicians because the grants are awarded 
on a competitive basis and require that 
the student demonstrate an aptitude in 
the subject area by getting good grades.
   Everyone agrees that federal grants 
must be scrutinized or audited in some 
way. The problem with the current meth-
od is that audits often point out problems 
that are either inconsequential or can’t be 
rectified and don’t focus on whether they 
are meeting original objectives.
   For instance, the 2015 audit of the Fort 
Atkinson School District in Jefferson Coun-
ty was the third in a row that found the 
district did not keep adequate time sheets 
for staffers whose salaries were paid with 
federal grants. 

   Federal officials, in the meantime, seem 
to have concluded, by exempting districts 
that receive less than $750,000 that — at 
least for smaller districts — local oversight 
is more effective than trying to monitor 
everything from Washington, D.C.
   Office of Management and Budget 
officials did provide a rationale for the 
change, if not the $750,000 threshold.    
They said it would help reduce paper-
work. But they also provided a defense to 
charges that the change would result in a 
lack of oversight. Oversight and account-
ability actually would increase, they said, 
because the new rules also include man-
dates requiring states to more rigorously 
follow up with agencies whose audits 
expose problems — all of which begs a 
fundamental question:
   If the feds think the state (and, by exten-
sion, local school officials) can do a better 
job of regulating how small districts spend 
federal dollars, why not go all the way 
and relieve Wisconsin schools — small, 
medium and large — and the DPI of the 
federal burden altogether?







services they need; 43 percent said some 
students who are legally entitled to those 
services are not receiving them.

PROCESS PROBLEM
    Under federal law, private schools do 
not directly receive federal funding. Rath-
er, funding for disadvantaged and disabled 
students who attend private schools flows 
through the “local education agency,” or 
LEA, a public school district or group 
of districts in which the private school is 
located.
    That means, in most cases, special 
education teachers and others who work 
under federal programs are employees 
of the public school district and overseen 
by public school officials, not the private 

school. Private school officials may have 
little say over when or how often a special 
education or Title I teacher visits their 
schools.
    “It would be nice if we could just deal 
with our funds directly,” said Denise 
Ring, principal at Aquinas Schools in La 
Crosse. In dealing with federal funding, 
she said, school officials often feel as 
though they’re “bothering someone” for 
more information on the amount or cost of 
services.
    Over 28 percent of principals in the 
2018 survey complained that their current 
public school district makes it difficult for 
them to access federally funded services 
for their students; 70 percent indicated 
they had experienced difficulty in the past.

Asked why:
• Over 16 percent said, “We are a religious  
  school and public school officials think  
  federal funds should not or cannot be   
  used to serve our children and teachers.”
• Another 16 percent said, “Public school  

For more
WATCH VIDEO: 
• Scan this code with 
your smartphone using 
a QR code reader app.
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  officials don’t want to share the federal  
  funds they receive.”
• Another 9 percent said, “Public school  
  officials are ignorant about our right to  
  ‘timely and meaningful consultation,’ ”  
  citing federal law.
    “It is the students with the greatest 
needs that suffer,” said Jean Vander 
Heiden, principal of All Saints Grade 
School in Denmark in Brown County.        	

BETTER COMMUNICATION 
NEEDED
    While most survey respondents said 
they generally are satisfied with their 
relationship with the local public school 
district, the vast majority — nearly 82 
percent — said private schools need more 
flexibility and control over how their 
students and teachers are served by these 
programs.
    In the survey, 58 percent of principals 
said the public school district oversees 

the federally funded staff who work in 
their school, while 30 percent said pri-
vate school officials are allowed to do so 
under the auspices of the public school 
district. Twelve percent said they use 
a third party contracted by the public 
school district.
    “It feels like a big huge bureaucracy 
we’re not familiar with,” said Meghan 
Smyth, director of education at Madison 
Community Montessori School in Mid-
dleton in Dane County. “There seems to 
be an assumption that every family that 
attends a private school is well-off and has 
access to outside services, but that’s not 
the case.”
    Lauren Beckmann, principal of St. 
Robert’s Grade School in Shorewood in 
Milwaukee County, said the federal fund-
ing system leaves some children out.
    “I understand the formula and limits to 
funding, but it feels like it’s not in the best 
interest of our students,” she said.
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   Sometimes, it’s just common sense that 
suffers.
   When a van used for transporting special 
education students in the Pulaski Community 
School District near Green Bay had piled on 
the miles and was due to be replaced, district 
officials thought the practical thing would be 
to reuse the van for lower-priority purposes, 
such as hauling athletic equipment and mak-
ing deliveries between buildings.
   But because the van was purchased under 
the federal Individuals with Disabilities Educa-
tion Act (IDEA), it could not be used for any 
other purpose. If the district did that, it would 
face a reduction in federal funding. So it had to 
sell the van and replace the vehicle with a new, 
more expensive van.
   “It’s probably not the most efficient way if 
we have a piece of equipment that still has 
some useful life, but because of the complex-
ities of those federal funds, it’s easier to sell 
them than repurpose them in the district,” said 
Bec Kurzynske, Pulaski superintendent.
Sometimes, what suffers is the ability to truly 
innovate.
   As noted earlier in this book, more than 80 
percent of administrators and school board 
members surveyed statewide by the Badger 
Institute said if the federal role in educa-
tion was reduced, innovation likely would 
increase.
   Innovation in schools, after all, is just the 
ability to tailor strategies to individual kids or 
unique groups of kids that do not exist else-
where.
   “When legislators get involved in making the 
decisions of what an educator can and cannot 
do for the students, it limits the educational 

plan and therefore limits the outcome,” said 
Susan Jarvis, business manager of the Salem 
School District in Kenosha County. 
   School board members agreed. 
   “More direct funding with limited regulation 
will spur much more innovation and be much 
more helpful than any harm caused by the 
small minority of districts that will try to exploit 
it,” wrote one school board member, com-
menting on the desire by the feds for close 
oversight.
   Matt Spets, assistant superintendent for the 
Howard-Suamico School District in Brown 
County, concurred: “I can guarantee that if 
restrictions were shifted, we would be much 
more innovative.”
   Teachers agreed that returning the reins to 
local districts would help.
   “Each district and its needs are unique to 
them,” one teacher told the Badger Institute.  
“We should be able to decide how best to use 
the federal money to serve our students.”
   “Instead of worrying about data and treating 
students as a number, let educated staff find 
ways to reach the students in their schools so 
that they can become productive citizens,” one 
Milwaukee Public Schools teacher commented.
   Almost 38 percent of teachers outside MPS 
said their attempts to innovate in the past have 
been thwarted by federal regulations. In MPS, 
31 percent said the same.
   “The government is not really in tune with 
what the districts need. Each community is 
really different. It comes down to providing an 
education for children that works for them,” 
said former teacher Holly Ashton, now a 
classroom aide in the D.C. Everest Area School 
District.

Innovation in schools could be unleashed









accountability would improve, or at least 
stay the same, if local officials had more 
discretion over how federal dollars are 
spent in local schools. And more than 75 
percent of superintendents agreed with 
the statement that federal regulations 
“do very little to support the necessary 
oversight and accountability of public 
schools.”
   “There’s no accountability” under the 
current system, said a school board mem-
ber from the Waupaca School District. 
“The part I find concerning is that half 
of our state’s (education bureaucracy) 
is spent administering federal grants, 
which is a total waste of time and money. 
I just don’t see it as being very effective. 
I don’t see that as a way of improving 
federal education. It’s more government 
mandating what you do through the 
whole money carrot. There would be 
much more accountability if local school 
officials had more discretion over how 
federal funds were spent.”
    Among teachers around the state, more 
than 59 percent responded that account-
ability would improve or stay the same if 
local school officials had more discretion 
over how federal funds are spent. Less 
than 11 percent said accountability would 
decrease.
    Milwaukee Public Schools special 
education teachers felt the same — 58 
percent said there would be more ac-
countability or at least the same level if 
there was more local control. Only 10 
percent felt accountability would suffer.

Accountability and federal role

Source: Badger Institute surveys

     If local school officials had more discretion over
how federal funds were spent, would there be more 
or less accountability to parents and taxpayers?
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tion from local units of government about 
the influence of federal dollars on their 
operations can be difficult to obtain.
    An example: About $824 million flows 
through the Wisconsin Department of 
Public Instruction annually to local school 
districts in the form of federal grants for 
Title I for disadvantaged students, Indi-
viduals with Disabilities Education Act 
for special education, school lunches, 
teacher training, busing and other pro-
grams. DPI consumes another $54 mil-
lion or so to pay for the administration of 
those funds.
    Nearly all of the state’s school districts 
also employ staff and hire outside accoun-
tants and consultants to work under fed-
eral programs to try to ensure that federal 
regulations are followed.
   But little or no data exists for that cumu-
lative cost at the local level. It’s difficult 
to ascertain numbers of federally compen-
sated local government employees, their 
salaries, local matching and maintenance 
of effort requirements or how much is 
paid to outside contractors to comply with 
federal audit requirements.
    In the summer of 2017, the Badger 
Institute sent a request for information to 
superintendents in all 424 public school 
districts in Wisconsin seeking such infor-
mation.
    While many districts promptly pro-
vided answers, many couldn’t or even 
refused to do so. Or they demanded an 
exorbitant amount of money to produce 
information that should be readily avail-
able to the public. A $50 per hour charge 

seemed the commonly accepted fee 
among districts, approximately the hourly 
wage of the districts’ high-salaried busi-
ness managers.
    “Charging $350 for information on 
how tax dollars are spent makes it virtu-
ally impossible for school district parents 
and taxpayers to get information,” said 
one former superintendent, who asked not 
to be identified.
    One school business manager who did 
provide the information said employee 
records are coded to indicate the source 
of funds that pay their salaries and ben-
efits, including federal grants. He was 
incredulous that other districts claimed 
they could not provide salary information 
regarding school staff paid with federal 
dollars.
    Some districts said the information did 
not exist and that neither staff nor school 
boards knew the details of how federal 
funding affected their districts.
    “We don’t keep an inventory of (feder-
al) grants,” a lawyer with one large north-
eastern Wisconsin school district said. 
    Devolving control and responsibility to 
lower levels of government is essential, 
but is meaningless without more trans-
parency and the ability of regular citizens 
to get information about federal and state 
spending and programs and outcomes. 
And right now that is often impossible.

1  Trust in Government, Gallup, news.gallup.com/poll/5392/trust-gov-
ernment.aspx

2  Dave Daley, “While poverty persists for St. Croix Chippewa, tribe 
officials misuse federal funds, audit shows,” Badger Institute (Sept. 15, 
2016), badgerinstitute.org/Commentary/While-poverty-persists-for-St.-
Croix-Chippewa-tribe-officials-misuse-federal-funds-audit-shows.htm
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representatives,” whose main duty is to 
“provide comprehensive staffing services 
to program managers and hiring supervi-
sors,” not work directly with any federal 
program.

‘FEDERAL INDIRECT’
    Knowing exactly where federal money 
is coming from to pay state employees is 
often a mystery, and tracking the money to 
its source can be extremely difficult, if not 
impossible.
    For instance, an open records request to 
the DNR asking for the names of the fed-
eral programs funding 15 employees was 
returned with only one program specifical-
ly named. The others were labeled “federal 
indirect,” a catch-all phrase indicating that 
federal money was passed through the 
state to the employee.
    Federal indirect is “the statutory refer-
ence to the use and receipt of federal indi-
rect funds for administrative purposes,” a 
DNR spokesperson explained in an email. 
“Positions that are budgeted to a federal 
indirect appropriation are not attributed 
to any federal program(s) or grant(s) in 
particular. Instead, federal indirect applies 
to virtually all of the Department’s federal 
grants.”
    The fact that so many state employees 
are unaware of their federal connection 
raises the suspicion that almost any job 
that can be related to a federal program 
will be assigned to that program. The mo-
tive? To procure as much federal money as 
possible. 
    One federal program that funds some 

positions in the Department of Children 
and Families is the Child Support Incen-
tives Fund. The program, created in 1996, 
awards additional federal money to states 
based on their effectiveness in key areas of 
their child support programs. The idea is 
that the incentive program will encourage 
states to operate more effective programs 
and then invest those payments back into 
the child support program.
    Yet, according to a 2011 Government 
Accountability Office report, most states 
were not using these incentives for “family 
first” policies, as required. Rather, they 
often use them to pay salaries to avoid 
layoffs during tight budgets.
    Several state officials “confirmed that 
they were using the reinstated incentive 
match funds to sustain program operations 
and avoid layoffs during tight state budget 
climates,” the report said.
    The federal reach has expanded before 
our very eyes, yet, like the proverbial frog 
in a boiling pot, we have failed to notice.
    “The extent of this federal influence is 
often hidden behind state and local agen-
cies, which function like field offices of 
the central government,” wrote Stanley 
Kurtz, a senior fellow at the Ethics and 
Public Policy Center.1 “In consequence, 
federal intrusion on state policy often 
needs no defense, because the public has 
no idea it’s happening.”
    And now we know that neither do many 
of the “state employees” themselves.

1  Stanley Kurtz, “The Politics of the Administrative State,” National 
Review (Jan. 8 2018), nationalreview.com/corner/politics-administra-
tive-state-mcgroarty-robbins-tuttle/
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implementation of these important im-
provements for the city of La Crosse and 
the Municipal Transit Utility.”
    Money will be used to purchase new 
electric buses and charging stations for 
the MTU.
    “...these buses meet a critical need for 
modernizing our fleet and will help us 
further reduce our City’s carbon foot-
print and save taxpayer dollars,” said 
Mayor Tim Kabat. “La Crosse greatly 
appreciates the work and assistance of 
Senator Tammy Baldwin and Congress-
man Ron Kind on this grant award, 
which highlights our strong federal-local 
partnership. Much credit also goes to 
our MTU board and our staff for putting 
together such a strong application.” 
    There’s no better way for an incum-
bent to gain glowing, free media cover-
age, in sum, than announcing a new grant 
that is, at best, utterly commonplace.  
    The press release put out by Sen. 
Baldwin on Aug. 24, in fact, was the 
third one from her office that month 
extolling the senator’s role in securing 
federal funds. Just the day before, for 
instance, she had issued a release tout-
ing her role in securing $10.4 million 
for a Regional Aircraft Rescue and 
Firefighting (ARFF) Training Center in 
Appleton.2    
    She’s far from alone, to be sure. A 
review of several months of press releas-
es coming out of the office of the other 
U.S. senator from Wisconsin, Ron John-
son, turned up no similar sorts of releas-
es. But bragging about securing federal 

money is generally a familiar, bipartisan, 
time-consuming and self-congratulatory 
hobby in congressional offices.

A ‘MONUMENTAL’ INVESTMENT
    There was nothing special about the 
La Crosse grant. In fact, the very same 
day the La Crosse grant was announced, 
the U.S. Department of Transportation 
announced over $83 million in other 
similar grants around the country – a 
total of 52 projects in 41 states. 
    In many, if not virtually all of those 
areas, voters were courted by politi-
cians, mostly Democrats but occasion-
ally a Republican, over and over again 
bragging about bringing home federal 
grant dollars. 
    On Aug. 23, one day earlier, Dem-
ocratic Sen. Sherrod Brown of Ohio 
announced that he had “pushed for in-
vestment” and “fought for funds” for the 
same “low-emission electric buses.” 
Rhode Island’s Democratic Sen. Jack 
Reed issued a release stating that “Reed 
Delivers $1.5 Million . .  . for New Elec-
tric Buses.”
    On August 27 in New Jersey, Sena-
tors Bob Menendez and Cory Booker, 
along with Congressman Donald Nor-
cross, announced the City of Camden 
was getting $1.5 million for the buses 
and recharging facilities. 
    In New York, Republican Congress-
man Tom Reed issued a release calling 
his area’s receipt of a $2.29 million 
grant from the same program “monu-
mental.” 
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    In Illinois, Democratic Congressman 
Dan Lipinski was more ambitious. He 
took credit on Aug. 27 for “adding a 
provision to the last long-term transpor-
tation bill, known as the FAST Act, that 
created the Low and No Emission Pro-
gram the (Chicago Transit Authority)” is 
now receiving money from.
    Such releases are 
never-ending, it seems. 
In Massachusetts alone 
on Aug. 24, the state’s 
two senators and no 
less than eight U.S. 
representatives issued 
a joint release extolling 
the virtues of a differ-
ent, $21 million federal 
transportation grant.  
    Realizing, perhaps, 
there is a limit to the 
efficacy of self-congrat-
ulation, they took turns congratulating 
each other. 
    Sen. Elizabeth Warren said she was 
“glad to work with the other members of 
the congressional delegation to help se-
cure these critical infrastructure grants.”
    Congressman James McGovern said 
he was “proud of the work that our Con-
gressional Delegation has done to secure 
this important investment in our future.”
Congressman Stephen F. Lynch thanked 
“Senators Warren and Markey as well as 
our hard working members of the Mas-
sachusetts Delegation in securing these 
much needed transportation grants.” 
    Congressman Bill Keating promised 

he would “continue to work with my 
colleagues in Congress to ensure that 
these ventures have the support that they 
need.” 
    No doubt. 
    And these were just some of the pol-
iticians who issued releases on one day 
regarding one grant in one state. 

    That very same day, 
the Trump Administra-
tion also got in on the 
act.
    “Communities across 
America will benefit 
from these investments 
in their transportation 
infrastructure,” U.S. 
Transportation Secre-
tary Elaine L. Chao was 
quoted as saying about 
the low-emission bus 
grants.3

    “FTA is proud to partner with transit 
providers across the country to support 
their transit priorities. The participation 
from our local partners shows a dedi-
cation to improving access to jobs and 
opportunities,” chimed in FTA Acting 
Administrator K. Jane Williams.4

    There were similar, easily findable re-
leases regarding the same low-emission 
bus program from politicians in New 
Mexico, Michigan, New Hampshire, 
Maine and Oregon – almost all of them 
Democrats.
    In a 2016 report analyzing the role of 
U.S. senators in the allocation of federal 
grants, published in Legislative Studies 

A 2013 study found that 
36% of Senate press 

releases explicitly claimed 
credit for an appropriation. 

After routine honorary 
releases, the most prominent 

topic for Senate press 
releases was announcements 
concerning transportation 

grants.
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    There have been attempts:
• The Great Lakes Restoration Initiative, 
launched by the Obama administration in 
2010, spends $300 million a year funnel-
ing hundreds of federal grants to the eight 
Great Lakes states to clean up harbors, 
keep out invasive fish species and restore 
fish and wildlife habitat. A 2013 Govern-
ment Accountability Office report said 
the program needed to do a better job of 
measuring its progress and to link long-
term objectives to clear benchmarks of 
progress. 
    The initiative also was seen as large-
ly duplicative of other federal and state 
programs. President Donald Trump in his 
first year proposed cutting the program, 
but reaction was swift and strong. Even 
fiscal hawks such as U.S. Rep. Glenn 
Grothman (R-Wis.), who had called for 
stiff budget cuts, relented. The Great 
Lakes initiative is “a nice program for 
Wisconsin,” Grothman confessed in an 
interview with the Badger Institute.

• For two years, the Trump administration 
tried to mothball the Advanced Research 
Projects Agency-Energy (ARPA-E), a 
grant program that “advances high-po-
tential, high-impact energy technologies” 
that are too early for private-sector use. 
Trump budget-cutters argued that if the 
program benefits private industry, private 
industry should fund it instead of the gov-
ernment. Yet last year, the Republican-led 
Congress voted to increase its funding.2

• Community Development Block Grants 

from the Department of Housing and 
Urban Development are widely used. 
About $10 billion per year goes to vil-
lages, cities and counties to pay for such 
hyper-local purposes as sidewalks, sew-
ers, street lights and other projects of no 
national interest. 
    In a 2017 article titled “The federal 
program that can’t be killed — or fixed,” 
Politico found that CDBG spending is 
disbursed with little regard to actual 
“need” or “fairness.” 3  The report said, 
“Community development block grants 
rely on outdated, 1970s formulas that 
have increasingly shuttled dollars to 
wealthy places like Newton, Mass., while 
other locales in need, such as Compton, 
Calif., go wanting.”

STATES LOVE FEDERAL MONEY
    Pervasive as the federal takeover of 
state governments has become, it’s only 
getting worse — and for an obvious rea-
son: States love federal money. They are 
addicted to it, and they use increasingly 
sophisticated strategies to get more and 
more of it. 
    “This practice of cost shifting has pro-
duced a dynamic characteristic of modern 
American federalism: an intensifying 
competition between states to shift costs 
to federal taxpayers,” wrote Chris Pope, a 
senior fellow at the Manhattan Institute, in 
National Review.4

   “The major responsibilities of state 
governments (education, Medicaid, 
transportation, social services) involve 
opportunities to claim federal funds, and 
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so the art of state government has large-
ly become an effort to find increasingly 
creative ways of expanding expenditures 
by making such claims. … When states 
can pressure the federal government 
into picking up most of the cost of infra-
structure projects, there should be little 
surprise that states propose ‘bridges to 
nowhere,’ ” he wrote.
    As opportunities for states to claim 
federal money become more prevalent, so 
do sophisticated strategies to secure more 
and more federal dollars.
    One key strategy is to use private con-

tractors promising to capture more federal 
dollars through “revenue maximization.” 
Their proposition: Deploy state-of-the-art 
technology to squeeze every available 
dollar out of federal coffers.
    The high-tech services that private con-
tractors offer can sound like techno-bab-
ble, with terms such as predictive analyt-
ics, data mining and the innovative but 
questionable random moment sampling 
(RMS) — a controversial way to measure 
the amount of time employees say they 
are working on a given program.
    Random moment sampling has been 
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   For every $10 that Wisconsinites pay 
to the federal government, the state 
gets back about $8 to $9, depending on 
who’s counting and when.1

   Wisconsinites do not fare well on this 
score compared to other states that re-
ceive copious amounts of federal money 
— but grants (and the sub-category of 
grants-in-aid to state and local govern-
ments) are just a small part of the story. 
   There are four categories in the federal 
flow of money, a total of approximately 
$3.4 trillion, that ends up back in the 
states:
• Direct payments to individuals, such as    
   Social Security, Medicare, food stamps
• Grants to governments, universities   
   and non-governmental entities (Medic  
   aid is the biggest)
• Procurement — e.g., defense contracts 
• Salaries/wages of directly paid federal  
   workers

   Such federal spending “traceable 
to the states” averages $10,567 per 
capita in the United States as a whole. 
Wisconsin, which receives $8,838 per 
capita, ranks 49th out of 51 (including 
the District of Columbia), according to 
the Council of State Governments.2 The 
highest recipient is D.C. at $82,508, and 
the highest among the states is Virginia 
at $17,052. Only Illinois and Utah are 
lower than Wisconsin.
   Another way to look at it: Wisconsin 
has 1.8 percent of the U.S. population 
but gets only 1.5 percent of the federal 
money that flows back to the states in 
one way or another.
   Some states do particularly well in 
certain categories. For instance, Virginia, 
Maryland, Hawaii and Alaska get larger 
amounts in salaries. Alabama and West 
Virginia get more than most in direct 
payments to individuals. Connecticut, 

Wisconsin fares poorly among states





are working on a specific program rather 
than goofing around, watching YouTube 
or emailing bad jokes to friends. The 
results are then used to funnel money to 
the states. 
    Advocates of random moment sam-
pling say that, if implemented correctly, 
the methodology is 95 percent accurate, 
plus or minus 2 percent, and is quicker 
and less burdensome than 100 percent 
time reporting. But what RMS tries to 
measure is merely whether employees 
are spending time on a task, not whether 
the task is achieving a 
specific result. 
    Emphasis is not on 
achieving outcomes and 
solving problems but 
on inputs — how much 
time is being spent on 
efforts that may or may 
not be achieving any-
thing of value. 
    Perhaps not surpris-
ingly, the approach has resulted in inap-
propriate claims for federal money.
    The Wisconsin Department of Chil-
dren and Families has used RMS since 
2008 and has never been asked to return 
any grant funds due to the methodolo-
gy, according to agency spokesman Joe 
Scialfa. Other states, however, have not 
been so lucky. In fact, federal auditors 
have charged eight states with improp-
erly billing Medicaid using invalid RMS 
models.
    In 2017, U.S. Health and Human 
Services Department inspectors charged 

that Mississippi submitted $42 million in 
improper Medicaid claims using invalid 
RMS models. Inspectors reported find-
ing in the samples duplicate employee 
names, improperly documented work 
schedules and sampling that included 
holidays, when employees were not 
working.
    Other states claiming millions of 
dollars in improper Medicaid reimburse-
ments because of statistically invalid 
RMS include Alabama, Arizona, Kansas, 
Massachusetts, Missouri, North Carolina 

and Ohio. And Texas 
is on the hook for $58 
million following a 
federal audit. The case 
involved another pri-
vate contractor offering 
revenue-maximization 
services and RMS 
expertise, Public Con-
sulting Group (PCG) of 
Boston. 

    Concerns with revenue maximization 
extend well beyond the use of RMS.
    Massachusetts was criticized for 
“Medicaid money laundering,” when 
the state used gimmicks to divert federal 
funds to the state treasury. In Missouri, 
a private contractor advised state offi-
cials to shift welfare recipients to federal 
disability rolls to save state tax dollars. 
In Maryland, foster care agencies, using 
recommendations from a private con-
tractor on how to rake in more dollars, 
stripped foster kids of Social Security 
survivor and disability benefits and used 

Federal auditors are finding 
revenue-maximization  

services are little more than 
a computer-driven, high-tech 
flimflam that ends with states 

being forced to pay back  
millions and the needy  

lost in the shuffle.
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towards the government of the Union.”
    Put another way, “It is that which, be-
ing the immediate and visible guardian of 
life and property, having its benefits and 
its terrors in constant activity before the 
public eye, regulating all those personal 
interests and familiar concerns to which 
the sensibility of individuals is more im-
mediately awake, contributes, more than 
any other circumstance, to impressing 
upon the minds of the people, affections, 
esteem, and reverence towards the gov-
ernment,” Hamilton wrote.

‘UNATTACHMENT’ GROWS
    As federal overreach has usurped the 
role of our state and local governments, 
we have become “unattached,” to borrow 
Hamilton’s phrase from Federalist 17, 
from not only our “government of the 
Union” but also from our local govern-
ment and even our neighborhood. 
    Much of the attachment we have to our 
neighborhoods and local governments, 
after all, comes from the ability to have 
a say in what transpires there, from the 
natural human desire to make a difference 
and have an influence on things that mat-
ter to us as both individuals and members 
of a community. 
    Gallup polling suggests that most 
Americans believe it is impossible to have 
meaningful, positive influence in Wash-
ington because the federal government 
so rarely does what is right. As federal 
usurpation of state and local governments 
grows, distrust of the federal government 
is starting to extend to state and local gov-

ernments as well. 
    State governments today are too often 
no longer these “visible guardians of 
life and property,” nor are their activities 
regularly and plainly before the public 
eye. They are more distant, more de-
tached, more like the federal government 
because in so many ways that is exactly 
what they are.   
    Yes, Hamilton and Madison were 
nationalists. But not in the way we think 
of the term today. They were nationalists 
because they worried about the anarchy 
and vulnerability that would stem from 
completely disconnected states. The 
states, individual states acting in their own 
interest, had the power at the time they 
wrote — too much of it.  
    Writing in the late 18th century, when 
the country was still governed by the 
Articles of Confederation, they had every 
reason to believe that the states would 
“have the advantage” over the national 
government in everything from “imme-
diate dependence of the one on the other; 
to the weight of personal influence which 
each side will possess; to the powers re-
spectively vested in them; to the predilec-
tion and probable support of the people; to 
the disposition and faculty of resisting and 
frustrating the measures of each other.”
    They were correct at the time in assur-
ing skeptics that the federal government 
was “nowise essential to the operation or 
organization” of the state governments. 
    After all, at the time that they wrote, 
the national government had no general 
taxing power. It could only borrow, or sell 

FEDERAL GRANTSTANDING: Badger Institute / 88





Nelson, it’s worth pointing out, didn’t just 
articulate the problem; he exemplified it. 
    Years after he said that, Nelson became 
a U.S. senator who engaged in a shameful 
example of big-dollar favor-trading. In 
a deal that became known as the “Corn-
husker Kickback,” he agreed to vote 
for Obamacare if then-Senate Majority 
Leader Harry Reid would give Nebraska 
an additional $100 million in Medicaid 
funding. The deal fell apart when other 
senators found out about it, but Nelson 
did help pass Obamacare.      
    Medicaid is the largest grant-in-aid and 
perhaps the most scrutinized elsewhere. 
    But as we mentioned earlier, the 
federal government has used money 
and  grants to insert itself into everything 
from local environmental issues to nutri-
tion and health issues to crime and justice 
issues to myriad other seemingly local 
concerns. We’ve focused in this book 
mostly on education and transportation in 
the hope that we and others will have the 
time and resources to investigate other 
areas more thoroughly in the near future. 
But what we’ve found already is enough 
to, we hope, raise both awareness and 
hackles. 
    Our public schools cannot operate 
any longer without navigating a maze of 
federal regulations and restrictions that do 
nothing to improve our children’s minds 
or manners. Illogical decisions, we point 
out, are also being made on transportation 
and housing. Innovation is stifled. Time is 
wasted. Efforts are duplicated. Account-
ability is often nonexistent. 

    Far from being “free” money, federal 
aid is anything but. And once the money 
starts flowing through myriad federal 
grants available, it’s almost impossible to 
turn off the spigot. In fact, it seems des-
tined to run faster and faster. The pres-
sure is tremendous. Political preening is 
the pump.
    Under the current system of states 
scrambling for federal dollars based on 
claims using random moment sampling 
or data mining of potential grant recipi-
ents, those closest to the people have to 
wonder if America can ever both rein 
in the ever-growing federal deficit and 
responsibly alleviate true need.
    It appears Milton Friedman was right 
when he said, “There is nothing as per-
manent as a temporary federal grant.”  
    Yet it is clear that the eventual costs of 
continuing apace, the incessant growth of 
federal debt, the loss of time and money 
and American ingenuity, the cost in dol-
lars at the state and local level, the great-
ly diminished trust and confidence, the 
loss of liberty — which is really just the 
ability to live a purposeful life in whatev-
er way one chooses without government 
interference — is threatening the dual 
system of governance that the founding 
fathers envisioned.  
    The system has to be disentangled. 
    But how exactly?

2  Chris Edwards, “Bureaucratic Failure in the Federal Government,” 
Downsizing the Federal Government (Sept. 1, 2015), downsizinggovern-
ment.org/bureaucratic-failure

1  Robert Jay Dilger, “Federal Grants to State and Local Governments: 
A Historical Perspective on Contemporary Issues,” Congressional 
Research Service (May 7, 2018), fas.org/sgp/crs/misc/R40638.pdf
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    “The (U.S.) Constitution gives the 
federal government no role in education,” 
said one Milwaukee Public Schools teach-
er. “Except for areas controlled by the 
14th Amendment (i.e., discrimination), 
the federal government should get out of 
education.”

Solution: Increase the use of 
block grants with fewer strings 
attached
    Block grants, which come with only 
general provisions as to how they can 
be used, can replace myriad categorical 
grants, which have far stricter and specif-
ic provisions on the way money is to be 
spent. Categorical grants lend themselves 
to high levels of bureaucratic oversight 
as well as lobbying from those who seek 
support for their pet causes.
    Grants are “channeled through hundreds 
of offices. And hundreds and hundreds of 
lobbyists descend on Washington to fight 
for all the little slices of that $660 billion 
(in federal grants),” said Chris Edwards of 
the Cato Institute. “It would be much hard-
er for a lobbyist to fend off budget cuts” if 
funds were awarded in large lump sums to 
states as block grants.
    At the same time, block grants should be 
awarded solely for programs with a clear 
national purpose.

Solution: Take full advantage 
of ESSA 
    The Every Student Succeeds Act 
(ESSA) signed by President Barack 
Obama in 2015 was meant to give more 

flexibility to educators at the state and local 
level, and some states have taken advan-
tage of it.
    In Tennessee, districts can use funds to 
create innovative models within a district 
to address low-performing schools. Flor-
ida offers incentives to successful charter 
operators to open facilities in areas with 
low-performing public schools, giving 
parents more choices. New Mexico wants 
to close failing schools and reopen them as 
charters.
    Wisconsin’s plan, which was developed 
under Department of Public Instruction 
Superintendent Tony Evers introduced no 
sweeping reforms.
    “ESSA has been a missed opportuni-
ty for Wisconsin, a state struggling with 
low-performing public schools and the 
widest racial achievement gap in the coun-
try,” wrote C.J. Szafir and Libby Sobic of 
the Wisconsin Institute for Law & Liberty 
in a 2017 Wall Street Journal op-ed.3

    While most state plans, including Wis-
consin’s, have been approved by Education 
Secretary Betsy DeVos’ office, at this writ-
ing, state officials still have the opportunity 
to tweak their plans through the implemen-
tation process.

Solution: Reform Title 1
    Title I provides aid to low-income 
students and is the federal government’s 
single largest K-12 budgetary expense. It 
touches most schools and school systems, 
hindering local decisions about how to 
allocate resources and staff schools. 
    “Maintenance of effort” requirements 
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1  Neal McCluskey, “Cutting Federal Aid for K-12 Education,” Downsizing 
the Federal Government (April 21, 2016), downsizinggovernment.org/
education/k-12-education-subsidies

2  Ibid.

3  C.J. Szafir and Libby Sobic, “Wisconsin Educrats Have a Proposal 
— but It’s Dull and Conventional,” The Wall Street Journal (Aug. 18, 
2017).

4  Tyler Koteskey, “Title I funding portability is key to ESEA reform,” 
The Hill (July 9, 2015), thehill.com/blogs/congress-blog/educa-
tion/247300-title-i-funding-portability-is-key-to-esea-reform

6  Heather K. Gerken and Joshua Revesz, “Progressive Federalism: A 
User’s Guide,” Democracy, A Journal of Ideas (Spring No. 44), democracy-
journal.org/magazine/44/progressive-federalism-a-users-guide/

5  Emmett McGroarty, Jane Robbins and Erin Tuttle, Deconstructing the 
Administrative State (2017).

    Madison’s vision of distinct govern-
ments was brilliant but not enduring. The 
federal government controls the states, 
and there is no pushback, no real oppos-
ing check on national ambitions. The 
affection that citizens naturally would 
have for responsive, well-administered 
government closest to the people has 
largely dissipated. We have lost faith 
and trust, and that is the first step toward 
losing our democracy altogether.
    We already have lost much of our 
money and time and liberty. We must 
devolve power back to the states before 
we lose the original promise of America 
as well. 
    Madison saw so much of the future. 
He saw the necessity of states with 
constitutional authority. He saw the 
opportunity for individual states working 
alone to preserve individual liberty. But 
he also, in the end, saw them working 
in concert to push back on the national 
government. 

    In Federalist 46, he wrote that “am-
bitious encroachments of the federal 
government” on the states would be met 
with opposition of more than just a sin-
gle state or a few states only. 
    There “would be signals of general 
alarm. Every government would espouse 
the common cause. A correspondence 
would be opened. Plans of resistance 
would be concerted.” 
    We hope this small book constitutes a 
first step.
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The Badger Institute, formerly the Wisconsin Policy Research Institute, is a nonpartisan, not-for-
profit institute established in 1987 working to engage and energize Wisconsinites and others in 
discussions and timely action on key public policy issues critical to the state’s future, growth and 
prosperity. The institute is guided by a belief that competitive free markets, limited government, 

private initiative and personal responsibility are essential to our democratic way of life.

EXCERPTS

    The Badger Institute’s surveys and interviews show there is more disquietude and 
repugnance, to borrow a few words from James Madison, out here in the hinterlands than 
politicians in either Washington or Madison realize. The flow of federal money that for so 
long has increased politicians’ popularity is also slowly undermining their credibility. 
    
    The price of continuing apace – the incessant growth of federal debt, the loss of time 
and money and ingenuity at the state and local level, diminished trust in our leaders –– 
is threatening the dual system of governance that the founding fathers envisioned.
  
    Fortunately, reform, while difficult, is possible.   
    
    We hope this small book will prompt others to express their concerns as well, that the 
states and their citizens will reconsider the clamor for federal money, that our federal 
leaders will begin to once again respect the independence of the states that is so essential 
to our democracy — indeed, to America’s future.

   PRAISE FOR “FEDERAL GRANT$TANDING”

  “Liberals and conservatives alike value community, local control, diversity, and quality services,       
        but the rise in federal grants to states centralizes power in a faraway capital, raises costs, 
    undermines accountability, and sows distrust in government. The Badger Institute provides a  
  superb account of the harm that the $700 billion system does to sound government in Wisconsin,  
   and they dig up eye-opening examples of inherent waste. The book is chock full of unique data  
  and survey information, but the findings are applicable to every state in the nation. The Badger 
   scholars are right that it is time for D.C. policymakers to rein in the costly federal aid system.”  

 
                                                    –– Chris Edwards, Cato Institute


