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Research on Issuing Local Government Special Bonds for Franchise Projects: New Possibilities?
XIONG Ying CHEN Shuying LIN Jing LU Yuan
(Agency Customers Department, China Merchants Bank)
Abstract The study found that franchises and special bonds are inherently consistent in terms of project attributes
and break-even logic under the new mechanism. Under the current policy framework, it is more feasible for state-
owned entities to apply for special bond funds as the legal person of franchise projects, which can be funded through
investment subsidies or capital injections. That general framework is usually suitable for qualified franchise projects
in transportation, water conservancy, energy and other fields. However, franchise projects that have non-wholly-state-
owned companies as their legal person still face many obstacles in applying for special bond funds, mainly because
of asset management difficulties and unclear repayment responsibilities. The issuance of special bonds for franchise
projects requires coordinated arrangements in advance at the project planning and fund declaration stages. This paper
recommends giving priority to exploring the connection between franchise projects and special bonds, clarifying
the division of responsibilities between the government and enterprises, and striving for diversified government
investment support. In addition, further policy and system innovations may need to be developed in the future.
Keywords Franchise, Local Government Special Bonds, Capital Injection, Government Investment
JEL Classification H63 H70 G18
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