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Foreword one
Gao Shangquan

Study on Investment and Financing of China’s Urban Infrastructure by Mao
Tengfei is a good book that addresses the issue of urban infrastructure investmerit
and financing in a comprehensive and practical way in recent years. Without the
author’s accumulative researches during these years on his post of investment
management and economic system reform, such a book will be unimaginable.

China has stepped into a vital stage in social and economic development. In
view of economic development, industrialization and urbanization are accelera-
ting, bringing about significant changes to social structure and more and more di-
versified social demands. In view of reform, the socialist market economic system
has been set up primarily, though there is still a long way to go. In view of social
development, the social structure is in process of adjustment, making the issue
of ageing, income distribution and public service more and more pressing. As re-
sult, the issue of urban infrastructure investment and financing turns out to be a
focus topic in all these fields of reform, economic development and social devel-
opment of China.

Urban infrastructure is a basic industry that supports industrialization and
urbanization. On one hand, as a country in transition from general welfare and
goodness to comprehensive welfare and goodness in accelerating period of indus-
trialization and urbanization, additional 77 million urban population will have to
be accommodated by urban infrastructure in a much larger scale at higher service
level. On the othef/hand, many problems exist in the supply of urban infrastruc-

ture, reflected by the contradiction between explosion of urbanization and short-
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age of urban infrastructure, huge demand of urban infrastructure investment and
shortage of construction fund, high institutional cost of civil investment and low
economic efficiency of governmental investment, between high cost of urban in-
frastructure operation and poor paying capacity of part of urban dwellers. These
are problems of reform‘ as well as economic development and social develop-
ment. As a key domain of reform, urban infrastructure is important to balance the
relationship between market and government, with the former chasing for higher
efficiency to make more fortune while the latter attaching more importance to pro-
moting faimess. To sharpen national economic competitiveness, urban infrastruc-
ture of higher efficiency is necessary. Nevertheless, without urban infrastructure
that benefits all people, it will only be a dream to build a harmonious society and
problems in Latin America will be duplicated instead. We do admit that progress
has been made step by step in recent years when investment pluralism of urban
infrastructure is concerned to facilitate the rapid economic growth and social de-
velopment of China. However, shertage, monopoly and low efficiency of urban
infrastructure remain serious problem to be solved by reform and innovation of in-
vestment and financing model removing all kinds of institutional obstacle funda-
mentally.

Reform of investment and financing of urban infrastructure is a challenging
multidisciplinary topic covering governmental economics, institutional econom-
ics, financial engineering, and sociology. Researchers probing into this field
have to be strong in theoretical study, active in academic innovation and diligent
in practical experiences accumulation. Bases on his years of practical work and
theoretical exploring, the author chose the topic of financing model and institu-
tional innovation of urban infrastructure with acuteness, which is a key issue in
the theory and practice of urban infrastructure financing, and put out a in-depth
and systematic work based on extensive data-collection and field investigations.
The outstanding features of this book are as follows.

First, the framework is well and logically designed. Staring from summary
of literature review and previous practice, by careful analysis, the author sets up

the analytical framework for financial model of urban infrastructure consists of
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three factors, i. e. investor, financing channel and financing means and their
logic, three attributes, i. e. competitiveness, exclusiveness and natural monopo-
ly and their linkage as well as three categories of project, i. e. non-profit, quasi-
profit and operational projects and their transformations, which sets an good ex-
ample for future researchers.

Second, the writing is problem-oriented. Based on theoretical review, the
author summarizes the evolution process of financing model and institutional tran-
sition of urban infrastructure at home and abroad, and many conclusions are
made. For example, the author points out that pluralism of investor, financing
channel and financing means of urban infrastructure has taken place in process of
market reform, which can help to effectively solve the problem of fund shortage
and low efficiency. He also reveals that in financing mechanism reform of Chi-
na’s urban infrastructure, problems do exist such as lack of definite segment goal
and less development of industrial financing mechanism. Such problem-oriented
studies are of great significance to reform of China’s urban infrastructure.

Third, the author is creative in putting forward solutions. By employing in-
stitutional analysis approach, the author summarizes the basic characteristics of
institutional evolution of urban infrastructure financing at abroad and the stake-
holder patter change in such evolution of our country. The system defect and ob-
stacles of the current investment and financing mechanism are revealed. Further-
more, a system for financial mechanism innovation is proposed by the author that
supports financing model pluralism at both macro and micro levels with compati-
bility, which also shows the direction and routing of such institutional innova-
tion.

Fourth, the writing is precise and realistic. Empirical studies are carried
out besides theoretical refining. For example, the innovative method of three
pluralisms i. e. pluralism of investor, financing channel and financing means is
proposed based on comprehensive comparison between direct and indirect invest-
ments, taking both economic efficiency and social benefit into consideration. Al-
so, by adopting financial engineering methodology, the author puts forward with

a method for financing means pluralism for various categories of infrastructure
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projects in China, and especially, a new type of financing means is designed
with specific mobility and benefit-risk matching,

As a young leader, Mr. Mao Tengfei chose a theme of experimental signifi-
cance and positively combines both theory with practice and development with re-
form, which is valuable for future research and practice. I hope that more and
- more theorists and practitioners devote themselves into similar studies on China’
s urban infrastructure financing to promote the course of reform of urban infra-

structure and urbanization of China together.
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