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Abstract: The particularity of Xi’an’s development orientation requires that it reform 

and innovate in the investment and financing model, integrate green development with 

the green financial support system, and use the new ideas of Internet thinking and big 

data thinking to expand the future development space, using system engineering 

thinking and methods. Planning for comprehensive development. First, it is necessary 

to enhance the city's governance capacity and management level; secondly, it must do 

a good job in the overall strategic plan for the development of urban planning, 

connectivity, and financing; third, it must strengthen local government credit and 

financial fund-raising capabilities; and fourth, it must promote local financial innovation 

and financing. Institutional breakthroughs; Fifth, we need to optimize the use of fiscal 

funds in different ways and forms, and increase the efficiency and effectiveness of use; 

6. We must ensure that fiscal funds can effectively stimulate social capital investment; 

7 We must make full use of the green financial system and local pilots of green finance; 

It is necessary to select the most effective financing channels, investment models, and 

policy measures. Nine must effectively use the funds and technologies of multilateral 

development financial institutions. 
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1. Introduction 

1.1 Debt Financing Model 

Bank loans refer to the kind of economic behavior that a bank lends funds to capital 

needs at a certain interest rate according to the national policy and returns it according 

to the agreed time limit. Domestic bank loans are divided into national development 

bank loans and commercial bank loans. 

The loans of the China Development Bank have played an important role in various 

fields of national economic construction. Their loans are mainly concentrated in the 

power, roads, railways, urban infrastructure, petroleum, and petrochemical industries. 
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The China Development Bank issues basic construction loans, technological 

transformation loans, equipment reserve loans, foreign exchange fixed-asset loans and 

foreign exchange liquidity loans. Its advantage is that through the loans of the China 

Development Bank, the amount of funds in each investment field is large and stable, 

with high safety and relatively low costs. However, its inadequacies lie in the 

restrictions of industry and scale. Generally, the borrowers that meet the requirements 

of the National Development Bank and are designated by the local government are 

usually large municipal projects. The credit limit of the loans is more stringent. 

Commercial bank loans are the main channel for government financing in China. At 

present, the forms of loans issued by commercial banks in China mainly include 

entrusted loans, credit loans, and secured loans. The advantages of commercial bank 

loans are many types, relatively few restrictions, stable sources of funds, and simple 

procedures and flexibility. And its disadvantages are: short time, loan period, most of 

which does not exceed 5 years. 

The loans of international financial institutions refer to the lending relationship 

between local governments and international financial institutions in the form of 

agreements to help member countries to develop resources, develop the economy, and 

balance the balance of payments. Mainly include IBRD, International Development 

Association, Asian Development Bank and other financial institutions. The 

International Bank for Reconstruction and Development and the International 

Development Association are an important part of the World Bank. IBRD mainly 

provides loan assistance to middle-income countries. The International Development 

Association provides interest-free concessional loans to poor low-income countries. 

Since China is no longer a member of the Association, China’s referring World Bank loan 

usually refers to the IBRD loan and the international financial institution loan to China’s 

infrastructure. Construction and economic and social development have played a 

catalytic role, and its loans have been invested in various fields such as transportation, 

energy, environmental protection, education, and urban construction. Although the 

loans from international financial institutions have certain concessions to member 

countries, the general interest rate for loans is low and the term is relatively long. 

However, it has a cap on the loan of a country, and the review is rigorous, the 

procedures are numerous, and the loan is designed in multiple departments, and the 

coordination work is cumbersome. 

Foreign government loans refer to low-interest concessional loans provided by the 

foreign governments to China that have the nature of assistance or donations and are 

a form of state capital output. The use of foreign government loans is an important 

model for China's introduction of foreign capital, and it is also an important financing 

channel and financing model for urban infrastructure construction. Due to the nature of 
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bilateral economic assistance or donations, government loans have the advantages of 

lower interest rates, longer loan periods and lower interest rates, but government loans 

are often limited in their use. First, loans borrowed should be invested in basic public 

welfare projects such as agriculture, environmental protection, telecommunications, 

water conservancy, energy, and urban infrastructure construction. Second, there is a 

need to sign a restrictive purchase clause, which means that some or all of the loan 

must be retained to purchase equipment from the loan provider country. In addition, 

the government loan must select the loan country currency, and the borrower country 

must bear the exchange rate risk. Affected by the economic conditions of the loan 

countries, the size of government loans is also often limited. 

 The advantages of foreign loan models are lower interest rates and longer periods, 

which are more suitable for government investment in infrastructure construction. In 

addition, foreign commercial bank loans are also one of the channels for government 

financing, but there are problems such as high interest rates and short grace periods. 

 

1.2 Government Bond Financing Mode and Its Characteristics Analysis 

Before the issuance of Document 43 in 2014, China’s old “Budget Law” clearly 

stipulated that local governments may not issue local government bonds. Therefore, 

prior to that, local government bonds mainly took the form of urban investment bonds, 

that is, through the provision of implicit guarantees by local governments and the 

issuance of bonds by local government financing vehicles to raise funds for urban 

infrastructure construction. In the international financial crisis of 2008, the country 

introduced a 4 trillion economic stimulus plan, and the state contributed 1.2 trillion 

yuan. The local government raised the remaining funds by itself. In response to this 

plan, local governments have used governmental financing platforms to issue 

city-funded bonds for financing, which has led to a leap-forward growth in the issuance 

of city-invested bonds. City investment debt has played an important role in 

urbanization. First, the city's investment debt can raise huge amounts of money, and 

the scale of fundraising can reach about 1 billion to 2 billion yuan, far exceeding the 

scale of other funds not exceeding 500 million yuan. Second, at the end of financing 

costs, government credit is used as a guarantee, making the city's investment debt cost 

as low as 5%, which is far less than other financing methods. Third, the repayment 

method is more flexible and the repayment period is longer. The repayment period for 

city investment bonds is mostly 5 to 7 years, and the specific repayment method can be 

adjusted on their own. 

Although urban investment bonds have overwhelming advantages over other financing 

methods, their excessively high issuance scale has buried many hidden dangers in the 

Chinese economy. Urban investment bonds have not been incorporated into budget 
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management, which has increased the difficulty of central supervision; Although the 

city’s investment debt is huge, it has also caused local debt to rise rapidly and added 

many risks to the financial system. In order to stabilize China's economic development 

and prevent risks in the financial system, the State Council issued Circular 43. Due to 

Circular 43, it is forbidden to provide government guarantees. Withdrawing the 

function of the government financing platform, the city investment bonds are either 

included in the budget or converted into corporate bonds. This system has rapidly 

cooled down the issuance of city investment bonds. Circular 43 is not forbidding the 

financing model of city investment bonds, but rather making the city investment debt 

platform companies pay more attention to the guarantee of debt for project operation 

income, rather than the credibility of the government, making this financing tool more 

reasonable. 

 

1.3 Government Bond Financing Model 

Before 2014, government bonds were issued on behalf of the Ministry of Finance. In 

response to the Asian financial crisis in 1998, local governments were encouraged to 

invest in economic growth, and China implemented a proactive fiscal policy. The central 

bank issued government bonds and transferred them to local governments. In 2009, in 

response to the international financial crisis and solving government financing 

problems, China through the Ministry of Finance issued 200 billion yuan of local 

government bonds and incorporated local debt. Local governments can issue local 

government bonds through the Ministry of Finance. In May 2014, the Ministry of 

Finance issued the "Measures for the Pilot Spontaneous Repayment of Local 

Government Bonds", which created a new era of local government self-debt issuing. 

However, China is still at the trial stage of local government bond financing. Although 

this reform is just a beginning, it is of great significance. First, it points out the focus of 

the future government financing model. It uses local government bonds instead of city 

investment bonds to strip off platform company functions and curb excessive growth of 

local debt. Second, improve the system of government debt issuance, strengthen 

information disclosure, and clarify the responsibility for debt repayment. Finally, the 

government's funding channels are constrained, limited funds are used for quality 

projects, and repeated construction is avoided. It will force the government to pay 

more attention to its own governance quality and financial status and change the 

direction of government functions. Therefore, there is reason to believe that future 

government bonds will be the main channel for government financing, and the bond 

issuance system will be constantly updated and improved. 
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1.4 Asset Securitization Financing Mode and Its Characteristics Analysis 

Asset securitization first originated in the United States and was widely used in western 

developed countries. Asset securitization refers to the ABS financing model. The ABS 

model adopted by local governments refers to the cash flow generated from the future 

charges of infrastructure or other assets. It is funded through the issuance of securities 

in the capital market to raise funds for infrastructure or assets. The future earnings are 

the source of debt service. The biggest feature of this financing model is that the 

government's projects can usually improve the credit rating, coupled with the high 

creditworthiness of the capital market itself and the strong liquidity of securities, which 

can effectively reduce the interest rate and financing cost of bond issuance. If a certain 

asset is small, you can choose to combine it with other assets of the same nature to 

achieve economies of scale. It is worth noting that the advancement of the securities 

rating depends on the credit quality of the project assets supported and has nothing to 

do with the issuer’s financial status. The government's infrastructure projects have 

stable cash flow, long turnaround time, and need long-term funding, so it is 

appropriate to adopt the ABS model. 

 

2. Equity Financing Model 

The equity financing model has a direct relationship with the local government 

financing platform enterprises, and the relationship with the local government itself is 

indirect. The main modes include the use of state-owned assets equity transactions, 

local government financing platforms to increase capital and expand shares. 

 

2.1 State-Owned Assets Equity Transaction Financing Model 

State-owned property rights transactions refer to the financing of the ownership, equity, 

scientific and technological achievements, and operating rights of non-listed 

companies owned through market transactions such as auctions, auctions, tenders, 

and quotations. At present, the places for property rights transactions in China mainly 

include property rights exchanges, property rights trading markets, intellectual 

property trading markets, and high-tech trading markets. Equity transaction financing 

has played an important role in regional financing, obtaining more development funds 

for national and local governments, optimizing the allocation of resources, and 

improving the status of the property rights trading market. The property rights trading 

model can indirectly reduce government financing pressure, allow capital to flow to 

well-growing companies to promote social and economic development, and can also 

undertake effective resource allocation functions in the capital market. However, in 

practice, a strict supervision and management mechanism should be established in the 
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transfer of property rights of state-owned enterprises, to prevent local governments 

from selling state-owned assets to obtain development funds. 

 

2.2 Local Government Financing Platform Increased Capital and Shares 

By financing through the mode of capital increase and expansion of the local 

government financing platform, platform companies can not only raise funds, but also 

increase additional benefits. First, the funds raised should be used as self-owned 

capital to improve corporate credit and borrowing capabilities. Second, the method of 

equity participation is flexible. Enterprises can not only obtain cash but also obtain 

advanced technology and equipment to increase their production capacity. Finally, 

without compensation payment pressure, companies can pay according to their own 

operating conditions. 

Listing financing refers to the behavior of companies issuing shares or trading for 

financing (raising funds). The funds it integrates into the company's sovereign capital 

(also known as capital funds or its own funds) represent the investor's ownership of the 

company. Equity financing of listed companies is based on the public offering of stocks 

and transactions. Infrastructure construction projects are established through 

restructuring into joint-stock companies, and securities are issued domestically and 

abroad to raise construction funds. With the continuous development and expansion of 

the securities market, the scale of urban infrastructure use of the stock market for 

financing is also increasing. Because the operating urban infrastructure has the 

characteristics of long-term and stable revenue, it can be packaged by the government 

through the integration and configuration of assets, extracting the core high-quality 

resources, and setting up specialized companies to meet the standards required for the 

listing of the company. Listing financing. 

The equity financing model has a direct relationship with the local government 

financing platform companies. The risk of the equity financing model is mainly the risk 

of the local government financing platform. The form of local government financing 

platform risk can be specifically divided into internal risk and external risk. The internal 

risks are mainly distributed in all aspects of financing platform financing, investment, 

and company operation management. If internal risks cannot be dealt with in a timely 

manner, it will lead to serious debt risks in the financing platform and then trigger a 

series of external risks such as financial risks and financial risks. 

 

3. Project Financing Model 

Project financing is a special financing method. It relies on the project's own future 

cash flow as a guarantee. The project financing model mainly includes BOT, TOD, and 

PPP. 
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3.1 BOT Financing Model 

With the increasing demand for public infrastructure in the country, the government’s 

limited financial resources can hardly afford huge investment and operating expenses. 

To alleviate this contradiction, a new investment and financing method has emerged 

and the BOT model has emerged as a result. 

BOT (construction-operation-transfer) means that the government and the contractor 

have reached an agreement and granted their concessions. During the concession 

period, the contractor is responsible for the construction and operation of the project to 

obtain revenue. After the concession period ends, the government will take back the 

project ownership without compensation. In the subsequent development process, the 

BOT model was continuously innovated and led to various models such as BOOT, BOO, 

BOOST, and BT, which broadened the financing channels. Today, the BOT model has 

been widely used in infrastructure construction in various countries, such as the 

British-French European Tunnel, the Kowloon Cross-Harbour Tunnel, Sydney Harbour 

and many other projects. The BOT model has achieved such achievements and gained 

the attention and admiration of scholars at home and abroad, not only because it 

solved the problem of insufficient funds, but also relieved the financial pressure of the 

government. In terms of new infrastructure, BOT is still the most common form of 

public-private cooperation in the world. Compared with the sale and granting of 

permanent franchises, the government has strategic control over these projects in the 

form of BOT, which is also an important reason why BOT can be widely used. 

Adopting the BOT financing model can attract a large amount of funds, introduce 

advanced technologies, and improve and enhance project management. In the BOT 

model, the government transferred risks to project investors, which helps reduce the 

government’s direct financial burden, and at the same time it improves the operational 

efficiency of the project and helps to obtain a stable market share and return on capital. 

However, with the BOT approach, infrastructure projects will be given full responsibility 

by the project company to build and operate within the concession period, weakening 

the government’s influence and control over the project, and all participating parties 

will focus on their own interests. This makes it inevitable that conflicts of interest 

between them are inevitable. 

 

3.2 PPP Financing Model 

PPP (Private-Public-Partnership) is essentially a cooperative relationship formed by the 

public sector and private companies for the construction of infrastructure projects. First, 

the government provides support, and the concessionaire establishes the project 

company. The project company raises funds for a project. , construction. After the 

project is completed, it will be operated and managed by a government licensed 
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company. In this process, the government may sign an agreement with the lending 

institution to provide guarantees to enable the project company to obtain loans 

smoothly. 

Compared with pure financing, it has the following four characteristics: 

First, the model is a partnership between the government and the private sector. The 

two goals are the same. They use the least resources and provide the most products 

and services. Unlike general financing projects, the government and the private sector 

are only counterparties. 

Second, the model carries out risk sharing based on the principle of ability to bear, and 

the two parties bear as much as possible associated risks in the aspect of their own 

relative advantages. From the government's point of view, the government will provide 

assistance in the event of an emergency and the private sector's capabilities are 

insufficient to deal with operational risks. From the perspective of the private sector, it 

has greater advantages over the public sector in management and operations and 

should assume the responsibility and risk of management and actual operations. This 

is significantly different from the two parties involved in transactions such as 

government procurement that minimize their own responsibilities. 

Third, in the model, the government will appropriately regulate the profits obtained by 

the private sector and allow it to obtain a certain return on investment, but it cannot 

absorb excess profits. 

 

3.3 TOD Financing Model 

The TOD model is a mode of urban planning and urban management based on “public 

transport guidance”. The government first collects land in the planned area at a low 

price, carries out infrastructure construction for the land, and gradually improves the 

infrastructure. After the land is revalued, it will Sell to earn a spread. The TOD 

development model is a specific application of public transport to guide urban 

development. It is a land development strategy for urban rail transit. It emphasizes that 

rail transit construction must be compatible with urban development and land use 

planning, focusing on rail transit stations as the focus of business Comprehensive 

development of residential and other areas. By incorporating the land value-added 

benefits brought by rail transit construction into rail transit projects, commercial 

financing and operations will be carried out to achieve coordinated development of 

transportation and cities, which will help increase the revenue of rail transit projects 

and enhance the financing capacity of rail transit companies. 
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