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Although state and local governments are typically responsible for funding infrastructure and transportation 
projects, the federal government provides financial support to localities in the form of grants, loans and bonds. 
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Funding
• Funding involves the direct 

spending of resources on 
projects

• The federal government funds 
state infrastructure projects 
through grant programs and 
trust funds, which sometimes 
collect revenue in the form of 
excise taxes

Financing
• In contrast to funding, financing 

involves providing funds that will 
eventually paid back

• The federal government uses 
financing mechanisms, including 
tax-exempt bonds, state revolving 
funds, tax credit bonds and direct 
federal credit programs, to support 
infrastructure projects in states

• The CBO estimates that 37% of 
capital investment by all levels of 
government relies on federally 
supported financing mechanisms
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Mechanism Description Type of Federal Support Average Annually 
2007-2016  

Tax-Exempt Bonds
Allows governments and some private 

entities to issue bonds with interest 
payments that are non-taxable

Forgone tax revenues $43 billion dollars

State Revolving Funds
and Infrastructure 

Banks

State governments create financial 
institutions to lend money for 

infrastructure projects
Discretionary appropriations $9 billion dollars

Tax Credit Bonds
Allows states and localities to issue 

bonds that provide federal tax credits or 
a payment to their holders

Forgone tax revenues or 
mandatory spending

$8 billion dollars

Direct Federal Credit 
Programs

Offer loans or loan guarantees to state 
and local governments for infrastructure 

projects
Discretionary appropriations $4 billion dollars
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The federal government spent $97 billion on highway construction from 2007 to 2016  
AVERAGE ANNUAL CAPITAL SPENDING IN BILLIONS OF US DOLLARS
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The Highway Trust Fund, established by the Highway Revenue Act of 1956, funds most federal 
government expenditures on highways and mass transit:
• Before 2008, the Highway Trust Fund’s revenue could cover its outlays through excise tax revenue;
• Since 2008, Congress has transferred $140 billion of general revenue dollars in order to meet spending 

obligations; and
• Due to its outlays continually exceeding revenue, the Congressional Budget Office expects the Highway 

Trust Fund to have a negative balance after 2021.

$41 billion
in revenue from excise 

taxes

87%
of revenue comes from tax on 

gasoline and diesel fuel

25%
Federal

State

of all public spending on roads and highways is 
funded by the federal government

18.4 cents/gallon 
tax on gasoline

24.4
cents/gallon tax on 

diesel fuel

Where did its revenue come from in FY18?
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OREGON VEHICLE MILEAGE TAX
In 2013, Oregon’s Department of Transportation (ODOTT) created a road usage charge pilot program, known as OReGO, to assess 
a per-mile charge to drivers who volunteer to participate.  Mileage data is collected (#1) and geolocation data is removed for 
privacy (#2).  Fees are calculated based on actual miles driven or on odometer readings (#3).  Finally, funds deposited to treasury 
(#4).

Fees Calculated  
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OReGO PROGRAM HIGHLIGHTS

• As a pilot program, OReGO strives to keep operating costs at 10 percent of revenue.  
• Phase I of OReGO includes 5,000 cars and light-duty commercial vehicles.
• OReGO participants pay a road usage charge is set at 1.7 cents per mile instead of a fuel tax.
• Participants receive credits on their OReGO bill for fuel tax incurred at the pump.
• OReGO offers choice of secure mileage reporting options offered by non-government partners.


