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Introduction
Across America, county governments are critical players in building, maintaining and funding 

the infrastructure facilities used by residents every day. We own over 38 percent of America’s 

bridges and build and maintain 46 percent of America’s public roads.1 Annually, counties invest 

more than $122 billion in building infrastructure and maintaining and operating public works.2 

Infrastructure must be maintained and expanded over time to fit the growing needs of the 

country. As the population grows and economic opportunities increase, so does the reliance 

on the infrastructure that supports this growth. For example, roads and bridges are needed to 

transport freight across the country to populations that have grown into previously undeveloped 

areas. Increased traffic can cause significant deterioration of county-owned roads. Facilities, such 

as hospitals, fire stations and schools, are also needed in these areas in response to the growth. 

However, new facilities require large financial investments. Counties are doing their part to respond 

to the demands caused by growth, including supporting 78 percent of all public transportation 

systems, as well as constructing water and sewer systems, and other public facilities. 

For counties, maintaining and building reliable infrastructure necessitates dedicated funding. 

However, funding from counties for projects can be challenging due to stagnant revenue pools 

and ever-growing state and federal mandates on services. States also limit the amount of debt 

counties may take on, either with or without voter approval. At the same time, construction 

costs continue to rise.3 Therefore, continuing the federal-state-local partnership is essential for 

counties to support America’s infrastructure. 

This report examines alternative funding solutions and strategies that counties have implemented 

for infrastructure projects. The analysis examines the challenges counties face in changing 

demographics, relationships with state and federal governments and funding these projects. 

Best practices from Dallas County (Texas), San Juan County (N.M.) and Montgomery County 

(Md.), provide a series of takeaways for all counties regarding infrastructure funding.
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Several challenges exist for counties in funding and 
constructing infrastructure. A growing population and 
increased economic activity require more maintenance 
on existing infrastructure and new facilities in previously 
undeveloped areas. As counties move to build these 
new facilities, however, the state and federal permitting 
process can add to the delivery time and cost of proj-
ects. Funding these facilities is a growing challenge for 
counties as states restrict counties’ ability to raise reve-
nues and limit the amount of debt they may incur, while, 
at the same time, construction costs increase. 

POPULATION AND ECONOMIC GROWTH. A growing 
population and the tools used to generate and sustain 
economic growth provide unique challenges for county 
infrastructure. Over the past 50 years, the population 
of the United States has grown by an estimated 63.6 
percent, mostly in previously undeveloped areas.4 For 
example, the state of North Carolina saw 2.8 million 
acres of previously undeveloped land converted into 
developed land between 1982 and 2002, in both rural 
and urban counties.5 

Growth in newly developed areas places stress on 
existing infrastructure and can increase the demand 

for additional services. Larger populations can also tax 
existing county buildings and facilities, such as jails and 
hospitals. For example, a growing population in Berkeley 
County, S.C. has been a factor to overcrowding in the 
county jail.6 Another way growth can be consequential 
is through the increase in response time to emergen-
cies. The National Fire Protection Association recom-
mends a response time of eight minutes to respond 
to emergency incidents.7 As the population grows and 
spreads, so does the need for new fire stations that can 
reach residents in a timely manner, along with the need 
to ensure roads along fire emergency routes are safe 
and properly maintained. 

In addition to population growth, an increase in eco-
nomic opportunities – such as international trade and 
participation in the global supply chains – also impacts 
county infrastructure. According to the U.S. Bureau of 
Transportation Statistics (BTS), between 1997 and 2015, 
the total value of shipments in domestic and international 
trade grew by 38 percent in inflation-adjusted dollars.8 
This translated to a 6.2 percent increase in freight volumes 
across the United States.9 The BTS further estimates that 
the total tonnage of freight will grow 1.4 percent per year 
through 2045.10 Moving this merchandise throughout the 

Infrastructure Challenges

Counties own 38 percent of bridges 
and maintain 46 percent  

of America’s roads.
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through a permit process. Going through this process 
resulted in the county having to scale back its intended 
project to finish on time and under budget.15 

FUNDING AND FINANCING INFRASTRUCTURE. State 
limitations are making it increasingly difficult for counties 
to fund and finance infrastructure. 

Funding the construction and maintenance of infrastruc-
ture has become increasingly challenging for counties as 
states restrict more and more their ability to raise reve-
nues.16 Counties fund most of their activities with property 
taxes, which represent 72 percent of county general reve-
nues.17 Not all states allow counties to collect sales taxes: 
of the 29 states granting counties this authority, counties 
in 19 states need voter approval to introduce local sales 
taxes.18 All forty-five (45) states with county governments 
that collect property taxes place limitations on county 
property tax authority and the number of restrictions has 
expanded extensively since the 1990s. Nearly half (45 per-
cent) of the current state caps on county property taxing 
authority have been enacted or modified since 1990.19 

United States often requires the use of large semi-trailer 
trucks. However, the average semi-trailer truck causes 
as much damage to roads as 5,000 – 10,000 cars.11 This 
leads to increased maintenance of roads, with more 
money and time invested by the county.

THE COST OF PERMITTING. Federal and state regula-
tions for infrastructure projects may delay the construc-
tion of needed capital facilities and result in additional 
costs for counties. For example, U.S. Environmental 
Protection Agency (EPA) regulations are often cited as a 
federal mandate burden for counties by state associations 
of counties.12 Overall, nearly three-quarters (73 percent) 
of states are requiring counties to do more with what 
they already have, decreasing state funding to counties 
or a combination of both.13 Between 2010 and 2012, 
one Midwest county had five road projects that were 
delayed for over two years due to the federal permitting 
processes. The county estimated the cost of the delay 
at $500,000.14 Another county received federal funding 
to replace bridge structures; however, the Army Corp of 
Engineers determined that the work would need to go 

The average semi-trailer 
truck causes as much 

damage to roads as 
5,000 – 10,000 cars.

Source: Zach Patton, “Too Big for the Road” Governing, July 2007.
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Counties are limited in financing infrastructure. Besides 
securing funding to repay the contracted debt, counties 
must often get voter approval to issue municipal bonds 
and must work within debt limits established by the states. 
State and local governments issued over $3.1 trillion in 
municipal bonds between 2007 and 2016.20 During the 
November 2016 elections, close to $250 billion in trans-
portation bonds were on state and local ballots through-
out the country.21 Of these, 70.4 percent passed.22 

Besides voter approval, states often limit the amount 
of debt counties can issue for infrastructure projects.23 
For example, counties in Washington state can issue 
non-voted debt up to a defined limit of the assessed 
property value.24 Even with voter approval, in New York, 
counties may only issue debt up to 7 or 10 percent of 
the value of taxable property.25 Illinois counties with a 
population of less than 500,000 cannot issue debt past 
a state-set limit based on the value of taxable property.26 
These limits pose a problem due to increasing con-
struction costs.27 According to the American Road and 
Transportation Builders Association, project costs rose 
a total of 27.5 percent between 2005 and 2014. (See 
Figure 1).28 Rising construction costs, strained revenue 
sources and increased mandates push counties close to 
the borrowing limits.29

1

1.05

1.10

1.15

1.20

1.25

1.30

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

ARTBA Construction Price Index CPI

Figure 1: The ARTBA Price Index and Inflation Index, 2005 - 2014

Source: American Road and Transportation Builders Association, 2016; Bureau of Labor Statistics, Consumer Price Index (CPI), 2015
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transportation 
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and local ballots 
throughout the 

country.
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The design and construction of the facility was a col-
laborative process between the county’s Department 
of General Services (DGS) and Washington Property 
Company (WPC). DGS was responsible for issuing the 
solicitation, negotiating with WPC and managing the 
construction process. DGS’s Division of Building Design 
and Construction reviewed and approved the design of 
the project. The county was also responsible for provid-
ing the land for the new development and redevelop-
ment. WPC was responsible for the design, construction 
and cost of the new Progress Place. 

Outcomes
Several positive outcomes came through the partner-
ship between the county and WPC. Construction on 
the new Progress Place started in October 2015 and 

Montgomery County, Md.
Total Population, 2016: 1.0 Mil

Total County Workforce, 2016: 44.1k (including 
employment in elementary and secondary education)

Total Construction Expenditures, 2015: $724.3 Mil

Interviewee: Mr. David Dise, Director, Department of 
General Services, Montgomery County, Md.

Source: NACo County Explorer, 2018

“By leveraging a valuable  asset, 
Montgomery County was able 

to work with a private developer 
to construct a new building at a 

low cost to the county and solve a 
capacity problem at the existing 

building.”
– Timothy Firestine, Montgomery County, Md.  

Chief Administrative Officer

Context 
Progress Place is a county-owned facility in Montgomery 
County, Md. that provides a variety of services to low-in-
come populations, including food, medical services 
and shelter. The facility started to experience capacity 
issues in the late 2000s with rising housing costs in 
the county affecting the demand for social services 
provided to homeless and low-income populations. In 
2010, the county opted to physically relocate Progress 
Place because it was in an undersized and aged build-
ing, unable to accommodate the growing number of 
residents accessing the services. At the same time, 
Montgomery County was facing increased federal and 
state mandates with limited funding – which made rais-
ing revenues for the expansion a difficult task. 

Solution
Montgomery County worked with developers to build 
the new facility at no additional cost to the county. 
Initially, Progress Place was located in an urban district 
with plans for mixed-use development. In November 
2011, the Montgomery County Department of General 
Services (DGS) issued a request for an “expression of 
interest” to developers interested in building a new 
Progress Place on nearby county-owned property at 
little-to-no cost to the county. The location of the new 
building was an underutilized surface parking lot behind 
a county-owned fire station, meaning new land did not 
have to be procured. In exchange, the developer would 
receive the title to the plot where the previous building 
was located and the opportunity to develop the former 
site. Through the request for “expression of interest” 
process, the county opted to work with Washington 
Property Company on the expansion.
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allowed the developer to start construction on the new 
Progress Place immediately.

Despite its success, the rebuilding of Progress Place was 
not without challenges. To inform the design, space 
needs and build of any county project, Montgomery 
County relies on a Program of Requirements — a docu-
ment prepared by an architect with specific details about 
a build — and a design manual to specify parameters. 
The agreement with WPC depended on these docu-
ments; however, issues arose during the design process 
because the county would have been unable to require 
WPC to use different products or to build systems out-
side of what was included in the original agreement 
without paying additional costs for these products. The 
county and WPC collaborated on this issue by finding 
an achievable balance of what the county preferred and 
how the private sector completes construction projects.

For future public-private partnerships, Mr. Dise states that 
the County will be much more likely to develop an outline 
specification on the scope of the project, including mate-
rials and products to use, for use by its developer partners.

was completed in late 2016. In citing the success of this 
agreement and the construction of the now completed 
Progress Place, Mr. David Dise, Director, Department 
of General Services, Montgomery County, Md., points 
to the positive relationship between the county and 
the developer. Specifically, one benefit was the speed 
at which the new facility was built. Without the part-
nership, the build would have been dependent on 
the county’s capital budget, which is adopted by the 
County Board on a six-year cycle. However, the building 
was completed just four years after WPC was chosen as 
the builder. Additionally, the new building increased pro-
gram space by 10,000 square feet, including room for 
21 living quarters. Services provided at Progress Place 
also expanded, including laundry and shower facilities, 
as well as counseling, medical and vocational services.

The county developed the new building without addi-
tional funding and without delay. Had a developer not 
entered the initial agreement, the county would have 
had to find funding through alternative sources, thereby 
delaying the construction. Instead, the county trans-
ferred the land to the developer, WPC, as payment. This 

The new Progress Place building in Montgomery County, Md.
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Outcomes
Since its creation, the Major Capital Development Fund 
has been successful in its goal of keeping debt low for 
Dallas County. Several projects have been completed 
using the fund, including a forensics facility and gov-
ernment center, as well as the restoration of a historic 
courthouse. The county used the fund to expand a jail 
tower at a cost of $70 million. 

In February 2015, Dallas County built an expansion to 
their large medical center within the county jail. The 
expansion included the addition of 135,000 square 

Dallas County, Texas
Total Population, 2016: 2.6 Mil

Total County Workforce, 2016: 20.1k

Total Construction Expenditures, 2015: $294.7 Mil

Interviewee: Mr. Darryl Martin, County Administrator

Source: NACo County Explorer, 2018

“Dallas County has budgeted for 
a dedicated revolving funding 

source that allows for key capital 
projects to move forward while 

avoiding issuing debt.”
– Darryl Martin, County Administrator,  

Dallas County, Texas

Context 
Dallas County, Texas, like many counties around the 
country, is fiscally conservative, with little debt on the 
books. The large county —with more than 2.6 million 
residents —has not issued a municipal bond package 
since the mid-1990s. This has not stopped the county 
from investing in capital improvement projects. 

Solution
In 2003, as a proactive approach to funding large county 
construction projects and avoiding future debt obliga-
tions, the County Commissioners Court created the 
Major Capital Development Fund. The fund is used to 
develop and construct facilities, including parks, buildings 
and transportation projects. Revenue for the fund comes 
from $0.045 of the county’s property tax rate, which was 
$0.2431 per 100 dollars of assessed value in fiscal year (FY) 
2018.30 In FY2018, the fund had an adopted budget of 
$126.4 million, or 12.8 percent of the total county budget.31 

County officials and the county’s Commissioners Court 
develop multi-year plans for capital improvement based 
on current and expected revenue, ensuring an annual 
balance equivalent to 10 percent of that fiscal year’s 
approved expenditures.32 An estimated $121 million 
was projected to be spent from this fund in FY2017, and 
$45.4 million was budgeted for FY2018.33 For all proj-
ects that include the development and construction of 
additions to parks, buildings or infrastructure systems, 
county departments submit capital needs to the Office 
of Budget and Evaluation. These needs are then eval-
uated by the Major Capital Development Committee, 
which makes recommendations for buildings, including 
a project’s costs, to the Commissioners Court. The 
Court then issues the order to utilize money out of the 
Major Capital Development Fund for a build. 
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feet of space to one of the county’s detention centers, 
which includes both medical and mental health clinics, 
a dental office and two intensive care units. The expan-
sion of the medical center cost $50 million and was paid 
for with cash from the Major Capital Development Fund, 
without the issuance of debt. Payments out of the fund 
were spread out across multiple project stages, including 
design and several years of construction. Several coun-
ties have since visited the medical facility to understand 
how the facility concept and design could be used within 
their jails. According to Mr. Darryl Martin, county admin-
istrator for Dallas County, the project was completed on 
schedule and within budget. As of 2017, the Major Capital 
Development Fund had a balance of approximately $250 
million and will allow the county to be debt free by 2032. 
Mr. Martin states that strong fiscal management practices 
and a commitment from the Commissioners’ Court have 
placed the county in this position.

The adopted revenue 
for the fund in FY2018 

is $126.4 million, or 
12.8 percent of the 

total county budget.34

Ribbon cutting ceremony for the expansion and opening of the Dallas County Jail Medical Modification project.



10    Counties Futures Lab  ■  NATIONAL ASSOCIATION of COUNTIES  

Investing in America’s Infrastructure: County Funding for Capital Facilities

Outcomes
During the program’s first year (2009), an additional $1 
million was transferred into the county’s general fund. 
In the same year, San Juan County issued $17 million 
in bonds for the new facilities. The revenue brought 
in through the transfer analysis program was used to 
pay off the annual debt service, replacing the need 
for additional general funding and keeping the prop-
erty tax rate constant. The program brought in funds 
over an eight-year period in order to pay for the debt 
service on the new facilities. These facilities included 
three new courtrooms and office space for the district 
courthouse, a new District Attorney’s complex and an 

San Juan County, N.M.
Total Population, 2016: 115.1k

Total County Workforce, 2016: 655

Total Construction Expenditures, 2015: $6.6 Mil

Total Administration Revenue, 2014: $2.7 Mil

Interviewee: Mr. Kim Carpenter, Ph.D., San Juan County’s 
Chief Executive Officer

Source: NACo County Explorer, 2018

Context 
For years, San Juan County, N.M. was home to a lucra-
tive oil and gas industry. Tax revenues from energy 
producers allowed the county to pay for new facilities 
without raising the property tax rate or issuing bonds. 
However, a shift in energy production caused the 
county’s budget levels to decline in the late 2000s.35 
At that same time, the county needed funding to build 
a new sheriff’s facility, which would consolidate the 
detectives’ units and meet the growing needs of the 
sheriff’s department. An expansion of the district court 
facility was also needed. The county commission 
instructed staff to find a way to issue bonds for these 
projects without raising the tax rate. 

Solution
San Juan County implemented a transfer analysis 
program to increase the revenue going into the gen-
eral fund that would secure the payment of any newly 
issued municipal bonds. Under this program, the 
county started collecting non-general fund dollars from 
external agencies and county departments for services 
provided by general fund county departments. For 
example, San Juan County general fund departments 
provided human resources, financing and procure-
ment services to external entities, such as the San Juan 
County Communications Authority and the San Juan 
Water Commission. The county charged these entities 
for the work performed and transferred those dollars 
into the general fund. County departments that receive 
non-general fund revenues have those sources charged 
for the services provided by the county’s general fund 
departments. 

“Having a thorough understanding 
of county operations allowed 

San Juan County to divert several 
sources of revenue into the 

county’s general fund to help pay 
for the debt service on $17 million 

in bond issuances.”
– Mr. Kim Carpenter, Ph.D., San Juan County,  

N.M. Chief Executive Officer
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expansion of the Sheriff’s office that included training 
rooms, office space, detective offices, a forensics lab 
and evidence storage.

According to Mr. Kim Carpenter, Ph.D., San Juan County’s 
Chief Executive Officer, the program worked because 
the county was transparent to stakeholders on the work 
rendered to them. To that end, the county performed 
an annual assessment on the quality of the services 
delivered by the county workforce. The assessments 
provided information on items such as journal entries 
posted for accounts receivable and payable and the 
number of requisitions and orders processed through 
the purchasing office. These assessments helped give 
external entities confidence in the quality and cost-ef-
fectiveness of the county administrative services. The 
transfer analysis program still exists today; however, 
revenues are not used to cover operational expenses. 
After paying off the debt service for the 2009 bonds for 
facility expansions, the program is now used to offset 
general fund expenditures.

Despite the success of the transfer analysis program, 
Mr. Carpenter points to a few major challenges the 
county experienced. Some funding sources, such 
as revenues from the state or federal governments, 
restrict how dollars can be spent. Therefore, the 
county ensured that the funds were properly and 
accurately charged for the work performed. The 
county’s attorneys addressed this challenge by 
developing a thorough understanding of the usage 
restriction of state and federal grants. Some external 
partners that used county services also started having 
budget challenges and were reconsidering their con-
tracts with the county. However, the county could 
demonstrate that these entities were saving money 
by having San Juan County perform some functions 
as opposed to these entities hiring their own admin-
istrative staff. These entities are still working with the 
county, and the transfer analysis program continues 
to bring in funds that are used to offset general fund 
spending.
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Key Takeaways
�� Leverage existing county assets. County-owned property can 
be used to attract interest from private entities. A partnership with 
these parties can facilitate the funding and construction of large 
infrastructure projects.

�� No debt does not mean no capital projects. If available, dedicated 
funding sources can allow counties to use cash when new facilities 
are constructed or upgraded and frees them from issuing debt.

�� Be willing to consider funding structures not tried before. In 
some situations, counties can increase revenue in the general fund 
through transfer programs, securing the funding for the issuance of 
new municipal bonds. Transfer analysis programs involve thorough 
understandings of county operations.

Conclusion
Counties are major providers of the infrastructure used by residents every day. Financing infrastructure by counties 
is an option limited by voter approval, statutorily mandated debt limits and state caps on counties’ ability to raise 
revenue. Counties have adopted different funding measures, but they are not sufficient to cover the growing needs 
of residents and businesses. The continued county-state-federal funding partnership is essential to maintaining and 
improving America’s infrastructure. 

Counties have adopted different funding measures, but 
they are not sufficient to cover the growing needs of 

residents and businesses. The continued county-state-
federal funding partnership is essential to maintaining 

and improving America’s infrastructure.
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