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Risk Formation and Countermeasures for

Local Governments’ Investment and Financing Platform
LI Wei', DUAN Xiangji*
(1. Graduate School, Chinese Academy of Social Sciences, Beijing 102488; 2. School of Economics, Hunan Agricultural
University, Changsha 410128, China)

Abstract: Local governments’ investment and financing platform is the result of innovation of alleviating the finan-
cial constraints to local governments in China, it makes important contributions to relieving from financial crisis dilemma
in China, achieving GDP rapid growth, digesting economic surplus and improving the livelihood of the people. However,
due to its own defects of local governments’ investment and financing platform and the lack of the current laws and regula-
tions, the system has got a great confusion in platform operating funds management and increased the risk of debt. Firstly,
this article discusses local governments’ investment and financing platform, construction of financing channels and the use
of funds, operation condition, and pathway. Then, it points out that small finance and urban construction contradiction, lo-
cal governments’ financing and overloaded credit guarantee, information asymmetry, unclear liability of the main body,
lack of consideration of funds earnings, and increased bank liquidity risks lead to the debt accumulation of local govern-
ments’ investment and financing platform. At last, it puts forward that the project earnings should be the source of repay-
ment of the loan; project management should be strengthened; financial compensation mechanism should be set up for low
income and no return public welfare projects; financing channels should be broadened, and specific measures of asset

securitization should be gradually established for alleviating the financing platform risk.

Key words: local governments’ investment and financing platform; accumulation of debt; debt; countermeasures
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